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BRIEF  CONSIDERATIONS, 

&c. 


The  exigencies  of  the  state  demand  a  revenue  of  fifty-two 
millions.  The  taxable  capacity  of  the  nation  furnishes  a 
revenue  of  forty-eight  millions.  The  minister  proposes  the 
imposition  of  a  direct  tax  to  make  good  the  difference.  He 
accompanies  the  proposal  by  a  reduction  of  the  import  duties 
on  several  articles  of  necessity  and  comfort.  His  calculation  is, 
that  in  the  commencement,  the  reduction  of  import  duties  will 
lead  to  a  diminution  of  revenue ;  but  that,  in  a  few  years,  by 
the  stimulus  which  it  will  give  to  commerce  and  manufactures, 
not  only  will  there  be  no  diminution,  but  so  great  an  increase, 
as  to  admit  of  the  repeal  of  the  direct  tax.  The  commerce  and 
manufactiures  of  England,  it  is  said,  are  possessed  of  a  wonderful 
elasticity.  They  contain  within  them  a  principle  of  expansion, 
which  renders  it  impossible  permanently  to  injure  their 
profitable  exercise.  They  are  suffering,  at  present,  imder  a 
casual  depression,  which  the  unaided  influence  of  time  would 
ultimately  remove.  The  alterations  of  the  customs'  tariff  will 
accelerate  its  removal. 

There  are  assumptions  in  the  ministerial  views  of  the  taxable 
powers  of  the  nation,  that  require  consideration.  The  amount 
of  commercial  sufiering,  in  so  large  a  community  as  that  of 
England,  can,  at  best,  be  loosely  calculated.  There  is  no  topic 
on  which  party  representations  are  indulged  in  with  so  uncon- 
trolled a  license.  If  there  be  any  data  from  which  a 
satisfactory  conclusion  can  be  dra\vn,  it  would  seem  to  be  the 
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receipts  of  the  Exchequer.  With  a  very  trifling  exception,  the 
whole  of  our  taxation  is  imposed  on  articles  of  consumption. 
There  is  hardly  any  truth  so  certain  as,  that  the  consumption 
of  society  at  all  times,  and  under  all  circumstances,  is  equal  to 
its  means.  A  falling  oflf  in  the  taxes  upon  consumable  articles, 
and  a  diminution  of  the  means  of  consumption,  are  as  certainly 
united  as  political  effect  and  cause  can  be  united.  The  taxes 
of  England  have  been  falling  off  for  several  years.  The 
inference  is,  that  the  power  of  consumption  of  the  people  of 
England  has  been  diminishing,  in  an  equal  ratio,  and  for  an 
equal  length  of  time. 

Such  a  diminution  might  arise  from  an  irregular  apportion- 
ment of  taxation.  Taxes  on  the  raw  material  have  a  natural 
tendency  to  increase  the  difficulty  of  competition,  by  increasing, 
in  a  much  higher  ratio  than  the  tax  would  otherwise  require, 
the  cost  of  the  finished  article.  Taxes  on  manufactures  in 
progress  increase  the  difficulty  of  competition,  by  the  shackles 
which  they  impose  on  the  inventive  expedients  of  the  manu- 
facturer. So  far  as  the  power  of  consumption  may  have  been 
diminished  by  a  partial  pressure  of  taxation,  a  more  judicious 
and  better  regulated  system  will  give  relief.  But  there  is  a 
more  important  cause  of  diminished  consumption  in  the  weight 
of  taxation,  than  in  the  inequality  of  its  pressure.  This  weight 
the  ministerial  proposal  does  not  contemplate  removing ;  on  the 
contrary,  it  goes  to  increase  its  amount. 

If  the  diminution  of  the  revenue  had  been  a  result  of  any 
unwillingness  on  the  part  of  the  public  to  consume  taxed 
articles;  if,  throughout  the  nation,  profits  were  considerable, 
and  wages  remunerative,  and  commerce,  internal  and  external, 
active  ;  a  direct  tax,  it  might  be  confidently  predicted, 
would  produce  an  additional  revenue.  If  the  diminution  of  the 
revenue  has  been  a  result,  not  of  want  of  will,  but  of  want  of 
power,  it  is  difficult  to  see  how  that  want  of  power  is  to  be 
supplied  by  an  increase  of  one  at  least  of  the  evils,  if  not  the 
chief  of  them,  out  of  which  it  arises.  When  so  much  reliance 
is  placed  on  the  elasticity  and  expansibility  of  English  trade 
and  commerce,  it  is  worth  while  seriously  to  consider, — seeing 
that  these  principles  have  been  in  action  for  the  last  five  years, 
without  producing  the  effect  that  is  now  so  confidently 
anticipated, — whether,  the  result  being  so  unfortunate,  while 
their  action  was  burdened,  as  it  has  been  during  these  five 
years,  the  result  will  not  be  more  unfortunate,  when  the  burden 
is  added  to. 

It  is,  at  all  times,  illogical,  it  is  mostly  unsafe,  to  argue  from 
a  figure ;  and  the  elasticity  and  expansibility  of  our  commerce 
are  but  a  figure  at  best.    It  is  still  less  safe  to  argue  from  a  figure. 


witliout  adhering  to  the  figure  in  its  integrity.  If  our  commerce 
must  be  assimilated  to  steam,  the  capital,  by  which  it  is  put  in 
motion,  is  assuredly  the  fire.  Now,  it  appears  to  us,  that  the 
engineer,  who,  reasoning  on  the  elasticity  and  expansibility  of 
steam,  should  rake  out  the  fire  by  way  of  increasing  the  speed 
of  his  engine,  would  not  act  a  more  absurd  part,  than  he,  who, 
reasoning  on  the  elasticity  and  expansibility  of  commerce, 
should,  in  order  to  give  it  an  increased  impetus,  diminish  the 
capital  on  which  it  exists. 

The  government  is  the  guardian  of  peace  and  property.  The 
expenses  required  for  the  machinery  of  government  are  the 
premium,  which  peace  and  property  pay  for  their  insurance. 
The  premium  must,  in  the  natm-e  of  things,  be  proportioned  to 
the  value  of  the  property  insured.  The  price  of  the  most 
excellent  government  must  be  such  as  the  nation  can  afibrd  to 
pay.  It  would  not  be  easy  to  determine  the  limits  of  English 
industry  ;  to  calculate  what  number  of  yards  of  cotton,  or  how 
many  grosses  of  buttons,  the  machinery  of  Manchester  and  of 
Birmingham  could  be  made  to  supply.  If  the  manufactmrers 
could  act  by  the  Chancellor  of  the  Exchequer,  as  they  are 
accused  of  acting  by  their  workmen ;  if  they  could  settle  his 
demands  on  the  truck  system  ;  an  increase  of  his  demands  might 
be  met  without  any  miraculous  exertion.  But,  while  the  tax 
gatherer  must  be  paid  in  money,  it  would  seem  a  miracle — the 
general  stock  of  money  receiving  no  increase, — if  an  increased 
demand  on  the  part  of  the  tax  gatherer,  should  be  met  without 
difficulty  ;  or,  supposing  the  increase  to  be  great,  that  it  should 
be  met  at  all. 

Capital  and  confidence  are  the  only  fuel  by  which  the  steam 
of  trade  can  be  raised  and  maintained.  Capital  and  confidence 
are  the  sole  secret  of  that  elasticity  and  expansibility,  from 
which  so  much  is  hoped  and  expected.  Capital  and  confidence, 
commercially  speaking,  are  money.  If  not  absolutely  identified 
with  the  amount  of  money  in  circulation,  that  amomit  is  their 
measure  and  their  expression.  When  money  is  abundant,  they 
are  abimdant ;  when  money  is  steady,  they  are  steady  ;  when  it 
fluctuates,  they  fluctuate ;  when  it  diminishes,  they  diminish. 
The  relation  between  taxes  and  money  is  not  less  intimate.  To 
draw  from  a  community,  whose  money  in  circulation  is  small,  a 
large  amount  of  revenue,  is  as  impossible,  as  to  draw  firom  a 
cistern,  whose  supply  is  limited,  a  large  quantity  of  water. 
Supposing  it  possible — and  the  power  of  government  is  great — 
that,  by  dint  of  rigorous  and  impitying  exaction,  the  ministerial 
plan,  of  compelling  an  increase  of  revenue,  without  a  corre- 
sponding augmentation  of  the  fimds  which  are  to  produce  it, 
should  succeed,  the  success  could  only  be  transitor}- ;  and  would 


be  certainly  followed  by  a  more  formidable  and  less  remediable 
defalcation. 

That  the  ministerial  anticipations  may  be  permanently,  or 
even  temporarily,  realised,  without  a  very  great  aggravation  of 
the  present  suffering,  it  is  essential,  that  the  amount  of  money 
in  circulation  should  be  increased.  To  point  out  a  safe  and 
easy  means  of  increase  is  the  purpose  of  the  following  pages. 
What  degree  of  attention  we  may  excite  in  high  places,  we  do 
not  pretend  to  guess.  Unless  we  are  mistaken,  the  public  mind 
is,  at  this  moment,  disposed  to  entertain  the  question  of  the 
circulation,  if  calmly  and  coolly  discussed.  It  is  our  wish  so  to 
discuss  it,  and,  not  only  without  party  views,  but,  without  the 
extravagance,  into  which  zealous  theorists  on  such  a  subject 
are  too  often  betrayed. 

Our  purpose  is  two-fold.  We  would  point  out  a  remedial 
plan,  to  be  acted  upon  cotemporaneously  with  the  ministerial 
scheme  of  an  income  tax  ;  and,  like  that  scheme,  to  be  limited 
in  its  operation  to  three  years.  It  may  appear  somewhat 
singular  for  us  to  avow,  that  we  are  impelled  to  this,  solely  from 
a  desire  to  give  the  ministerial  scheme  a  fair  chance  of  success. 
But  opposed  as  we  are  to  the  general  politics  of  the  present 
government,  we  are  much  more  opposed  to  the  present  sufferings 
of  the  people.  And  we  believe  that  our  plan,  if  acted  on,  will 
be  found  still  more  contributive  to  the  restoration  of  commercial 
prosperity  than  to  the  restoration  of  the  revenue.  We  are, 
moreover,  anxious  that  the  change  from  indirect  taxation,  with 
its  numerous  drawbacks,  to  the  simplicity  of  direct  taxation, 
should  be  fairly  tried ;  which,  unless  accompanied  by  some 
such  plan  as  we  contemplate,  we  believe  it  cannot  be.  (a) 

We  would  also  desire  to  point  out,  what  we  look  upon  as 
the  only  permanent  remedy  for  a  distress,  which,  from  all  the 
attention  that  we  have  been  able  to  give  to  its  history  and 
symptoms,  is  traceable  solely,  or  if  not  solely,  principally,  to 
the  deficiency  of  our  circulation ;  and  to  the  violent  changes 
that,  from  time  to  time,  have  taken  place  in  its  amount. 

There  is  not  a  little  explanation  to  be  entered  into,  before 
we  can  come  to  the  details  of  either  of  these  remedial 
processes  ;  but  we  shall  spend  no  longer  time  in  making  it  than 
is  absolutely  necessary ;  and  those  who  choose  to  accompany 
us  in  our  progress  will  not  have  to  complain  of  any 
undue  accumulation  of  minute  facts,  or  unrequired  display  of 
arguments.  If  we  cannot  convince,  we  shall,  at  least,  not 
weary  them. 

The  history  of  money  is  traced  by  Adam  Smith  in  his  usual 
satisfactory  manner.  The  earliest  trading  exchanges  were  acts 
of  barter.    As  productions  varied,  and  wants  increased,  necessity 
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suggested  the  employment,  as  a  medium  and  measure  of 
exchange  of  some  material,  whose  value  was  generally  admitted, 
and  the  possession  of  which  was  an  object  of  common  desire. 
The  metals  were  employed,  as  a  medium  of  exchange,  at  a  very 
early  period  of  history.  And  of  these,  gold  and  silver,  thence 
denominated  precious,  i.e.,  metals  of  price,  have  in  nearly  every 
instance,  obtained  the  preference.  At  first,  the  precious  metals 
were  used  in  the  form  of  bullion,  and  the  exchange  was  made  by 
weight.  It  afterguards  became  a  fashion,  and  then  a  rule,  to 
impress  the  metal  employed  as  money  with  certain  marks,  in- 
dicative of  its  weight  and  quality.  Trauffickers  were  thus  enabled 
to  effect  their  exchanges  by  tale ;  and  the  time  and  labom-  of 
weighing  and  of  assay  were  saved.  In  those  states,  that  are 
called  civilised,  the  coining  of  the  precious  metals,  in  order  to 
their  employment  as  money,  has  for  many  years  been  imiversal. 

With  the  invention  of  coined  money,  the  genius  of  trade 
would  appear  to  have  been  exhausted.  The  forms  of  the 
impress  have  been  infinitely  varied ;  the  names  of  the  coin  in 
different  states  and  in  the  same,  have,  from  time  to  time,  been 
altered  ;  the  pmity  of  the  metal  employed  has  been  now  debased, 
now  restored;  the  metal  itself  has  been  changed,  silver  taking 
the  place  of  gold,  and  gold  of  silver ;  laws  for  the  regulation  of 
"tender"  have  been  made;  and  penalties  attached  to  the  adul- 
teration or  diminution  or  conversion  of  coin ;  but  the  principle, 
first  laid  down  more  than  two  thousand  years  ago,  has  con- 
tinued, during  that  long  lapse,  to  be  acted  upon — that  only  the 
precious  metals,  in  their  form  of  coin,  should  be  deemed  and 
taken  as  money.  It  is  true,  that  the  Lombard  bankers  intro- 
duced into  commerce  the  form  of  bill  commonly  known  by  the 
name  of  mercantile,  and  that  their  successors,  at  a  later  period, 
improved  on  the  device,  by  the  introduction  of  the  banker's  bill, 
or  note.  It  is  also  true,  that  for  a  considerable  number  of 
years,  in  England  and  in  several  other  countries,  the  bank  note, 
firom  necessity  not  less  than  custom,  and  occasionally  by  law, 
has  occupied,  iu  a  great  measure,  the  place  of  metallic  money. 
But  in  no  instance,  has  any  recognised  substitution  of  the  one 
for  the  other  been  effected;  in  theor}-,  paper  money  has,  in  every 
instance,  been  considered  as  of  value  and  has  obtained  currency, 
as  the  representative  of  metallic  money,  and  in  no  other  capacity. 

The  reason  which  led,  in  the  first  instance,  to  the  exclusive 
employment  of  gold  and  silver  as  money,  and  which  has  continued 
it  to  our  days,  doubtless  was  the  comparative  scarcity  of  those 
metals ;  or,  in  otlier  words,  the  great  amount  of  labour  required 
for  their  production,  and  the  facility  with  which,  firom  their  high 
value  in  exchange — a  consequence  of  their  scarcity — considera- 
ble sums  might,  in  the  form  of  silver  or  of  gold,  be  transported 


from  place  to  place.  There  were  other  recommendations,  in 
their  ductility  and  impressibility,  for  their  employment  in  a 
coined  form ;  and  their  non-liability  to  diminish  iiom  rust  was 
not  without  its  force.  But  their  chiefest  merit  was — that  they 
combined  great  value  with  small  space.  To  all  intents  and 
purposes,  the  exchanges  which  take  place,  through  the  means 
of  coined  metals,  are  as  much  acts  of  barter  as  those  which  took 
place,  previous  to  the  use  of  metal  as  money,  or  to  the  invention 
of  coining.  The  weight  of  the  piece  of  silver,  which  is  exchanged 
against  a  bushel  of  wheat,  or,  in  common  language,  the  price  of 
the  bushel  of  wheat  depends  on  the  assumption — that,  for  the 
production  of  the  silver  and  for  the  production  of  the  wheat, 
the  same  amount  of  labour  has  been  required — that,  to  produce 
an  ounce  of  the  one  and  to  produce  sixty  pounds  of  the  other, 
are  tasks  which  demand  a  similar  application  of  power  for  a 
similar  length  of  time.  The  five  shillings  are  accepted  in 
exchange  for  the  bushel  of  wheat,  not  because  of  any  abstract 
value  which  law  has  given  to  them,  but  simply  because  in  order 
to  produce  the  number  of  grains  of  silver  contained  in  the  five 
shillings,  the  possessor  must  have  expended,  in  mining,  smelting, 
and  purifying,  the  same  amount  of  time  and  toil  that  the  possessor 
of  the  wheat  must  have  expended,  in  ploughing,  sowing,  and 
reaping.  The  value  of  the  one,  and  the  value  of  the  other  com- 
modity, are  equally  real  and  inherent.  If,  instead  of  exchanging 
the  bushel  of  wheat  against  an  ounce  of  coined  silver,  the  farmer 
were  to  exchange  it  against  a  pair  of  stockings,  of  the  marketable 
value  of  an  ounce  of  silver,  the  transaction  would,  in  all  essentials, 
be  the  same.  It  may  appear  unnecessary  to  dwell  at  length  upon 
the  circumstance — that  metallic  money  derives  its  utility,  as  a 
medium  of  exchange,  solely  from  its  real  value  ;  that  the  figures 
stamped  upon  are  no  more  than  proofs  and  indexes  of  the  fine- 
ness and  weight ;  that  the  sovereign  or  the  shilling  differs,  in 
no  respect,  from  the  same  amount  of  gold  or  of  silver  in  ingot ; 
but  in  order  to  succeed,  as  we  think  we  shall  do,  in  showing 
that  this  real  value,  which,  to  the  first  inventors,  constituted  the 
great  virtue,  forms,  in  our  advanced  state  of  society,  the  principal 
demerit  of  a  metallic  currency,  it  is  very  important,  that  there 
should  be  no  doubt  or  misapprehension  of  a  fact,  which  is 
essential  to  our  argument. 

Price  is  a  term  applied,  in  ordinary  language,  to  two  things 
in  themselves  different,  and  regulated  by  different  laws.  When 
Sir  Richard  Arkwright  had  succeeded  in  his  invention  of  the 
"mule,"  the  price  of  cotton  yam  fell;  because,  by  reason  of  that 
very  beautiful  invention,  a  smaller  quantity  of  labour  was  re- 
quired for  the  production  of  cotton  yam,  than  with  the  old 
machinery.      When,  in  1819,  Mr.  Peel  passed  his  bill  for  the 


resumption  of  cash  payments,  the  contraction  in  the  amount  of 
money  in  circulation  that  ensued,  caused  in  cotton  y»m,  and  in 
every  other  description  of  goods,  a  fall  in  price ;  although  the 
labour  applicable  to  their  production  remained  unaltered.  Here, 
then,  is  one  price,  the  measure  of  which  is  the  labour  employed 
in  the  production  of  the  article ;  and  another  price,  the  measure 
of  which  is  the  amount  of  money,  by  which  that  labour  is  paid. 
The  former,  or  "relative  price,"  is  influenced  by  numerous 
accidents,  over  which  legislation  has  a  very  slight  and  indirect 
control ;  the  latter,  or  "  absolute  price,"  is  affected  immediately 
and  directly  by  causes  within  the  control  of  the  legislature. 

Let  the  amount  of  the  money  in  circulation  by  any  rule  of 
law,  whether  put  in  operation  by  the  Bank,  or  immediately 
by  the  legislature,  be  reduced  one  half,  by  the  same  act,  the 
article,  which  previously  sold  for  one  pound,  will  sell  for  ten 
shillings.  And,  similarly,  if  the  amount  of  money  in  circulation 
be  doubled,  the  article  which  previously  sold  for  one  pound, 
will  sell  for  two.  And  this  will  be  the  case,  whatever  be  the 
material  of  which  the  circulating  medium  is  constituted, — 
whether  gold,  or  silver,  or  paper,  or  a  mixture  of  all  three. 
Universally,  "  absolute  price"  will  be  found  to  be  regulated, 
not  by  the  value,  real  or  factitious,  attached  to  one  or  more 
articles,  or  by  the  erection  of  these  articles  into  a  standard  or 
standards,  but  by  the  amount  of  money  in  circulation  at  any 
given  time. 

If  we  could  suppose  a  community  wholly  cut  off  from  other 
communities,  with  the  entire  of  its  trade  and  manufactures 
commencing  and  ending  in  itself;  and,  if  we  could  fiirther 
suppose  such  a  community  to  be  unburthened  with  obligations 
of  any  kind,  public  or  private ;  in  such  a  case,  the  doubling,  or 
the  halving,  of  the  circulation,  might  produce  a  brief  confusion, 
but  small  or  no  suffering.  By  the  former  process,  labour  and 
goods  of  every  description  would  double  their  previous 
"  absolute  price  ;"  by  the  latter,  they  would  fall  to  one-half  of 
their  previous  "  absolute  price ;"  but  their  "  relative  price" 
would  not,  in  either  instance,  be  affected.  But,  if  we  take 
communities  as  they  are,  with  their  complicated  relations, 
foreign  and  domestic  ;  with  their  private  debts  and  public  debts ; 
their  taxes,  annuities,  and  imposts  of  every  kind ;  it  is  not 
difficult  to  perceive,  that,  by  an  extension  of  the  circulation  on 
one  hand,  or  by  a  contraction  on  the  other,  a  wrong  will  be 
inflicted  on  the  obligees,  or  obligors,  as  the  case  may  be ;  and 
that  the  wrong,  to  the  one  or  other,  will  be  in  the  ratio  of  the 
extension  and  the  contraction.  By  doubling  the  circulation, 
the  article  of  one  pound  in  "  absolute  price,"  would  be  raised 
to  two  pounds ;  and  the  obligation  to  pay  one  pound  would 
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remain  unaltered.  The  debtor  would  pay,  and  the  creditor 
would  receive,  one-half  only  of  the  amount  of  goods  that  must 
have  been  given  and  received,  had  no  extension  taken  place. 
By  halving  the  circulation,  the  article  of  one  pound  in 
"  absolute  price,"  would  fall  to  ten  shillings ;  and  the  obligation 
to  pay  one  pound  would  remain  unaltei'ed.  The  debtor  would 
pay,  and  the  creditor  would  receive,  twice  the  amount  of  goods 
that  would  have  been  given  and  received,  had  no  contraction 
taken  place,  fhj 

The  effect  of  an  extension  or  contraction  of  the  circulation 
on  private  obligations  is  necessarily  passing ;  while  the  effect 
on  public  obligations  is  continuous.  Estimating  the  taxes, 
tithes,  and  rates  of  every  description,  at  seventy-five  millions 
of  pounds  per  annum,  the  levying  of  that  amount  out  of  a 
circulation,  previously  reduced  by  one-half,  would  inflict  an 
injury  of  the  same  extent,  as  would  the  levying  of  one  hundred 
and  fifty  millions  of  pounds  out  of  the  same  circulation,  when 
unreduced. 

To  the  evil  resulting  from  a  contracted  cuiTcncy,  as  connected 
with  the  discharge  of  public  obligations,  it  is  reasonable  to 
suppose  that,  in  the  lapse  of  years,  the  necessity  of  the  case 
would  bring  a  remedy,  in  the  reduction  of  the  burdens  to  the 
diminished  capacity  of  the  bearers  j  but,  under  the  infliction  of 
an  alternating  circulation,  it  does  not  seem  possible  for  any 
state  or  nation  long  to  maintain  itself.  A  certain  degree  of 
confidence  is  essential  to  mercantile  and  manufacturing  under- 
takings. The  trader,  who  embarks  his  capital  and  his  credit  in 
a  purchase,  does  so  in  the  trust  that,  by  due  care  and  diligence, 
he  shall  be  able,  when  his  sales  come  to  be  effected,  to  receive 
back  the  amount  with  a  fair  interest.  His  best  calculations  will, 
at  times,  fail.  Between  the  purchase  and  the  sale,  an  extraor- 
dinary supply  may  affect  the  "relative  price"  of  the  article 
which  he  manufactures,  or  in  which  he  deals ;  and  supposing  a 
suitable  sale,  the  purchaser  may  fail  to  make  payment.  Against 
these,  and  the  other  natural  contingencies  of  trade,  he  will 
endeavour,  by  the  best  means  in  his  power,  to  protect  himself. 
But  there  is  one  contingency,  against  which  it  is  impossible  to 
guard — an  alteration,  not  in  the  "  relative  price"  of  the  article, 
in  which  he  is  immediately  interested,  but  in  the  "  absolute 
price"  of  all  articles.  When  the  trader  engages  to  pay  a  hundred 
pounds,  he  cannot  calculate,  that  between  the  date  of  the  pro- 
mise and  the  date  of  the  payment,  the  hundred  poimds,  though 
nominally  the  same,  shall  be  enhanced,  in  reality,  to  one  hundred 
and  twenty,  or  one  himdred  and  fifty.  Under  an  alternating 
circulation,  the  uncertainty  of  the  trader's  calculations  would  be 
imperfectly  expressed,  by  being  assimilated  to  the  speculations 


of  the  gambler.  Even  in  the  wildest  of  the  latter  there  are 
certain  data,  by  which  success  or  failure  may  be  approximately 
ascertained  ;  but  in  mercantile  transactions,  under  an  alternating 
circulation,  all  is  blind  and  helpless  floundering,  where  the 
most  sagacious  and  care-talcing  can  as  little  guess  the  end  of  his 
gropings,  as  can  the  most  reckless  and  ignorant. 

The  first  and  most  obvious  objection  to  metallic  money,  by 
which  we  mean  gold  money,  the  only  metallic  money  with 
which,  on  an  extended  scale,  Englishmen  are  conversant,  is  its 
Cost.  To  supply,  in  the  most  moderate  degree,  the  \\ants  of  the 
community,  supposing  gold  money  the  only  medium  of  exchange, 
would  require  not  less  than  fifty  millions  of  sovereigns.  Without 
enquiring  whether  the  entire  supply  of  the  world  would  furnish 
so  much  ;  without  dwelling  on  the  heavy  sacrifices,  in  the  way 
of  exchange,  that  we  should  be  called  upon  to  make,  in  order  to 
accumulate  that  amount  within  our  own  limited  territory :  sup- 
posing no  fall  of  '■  absolute  price"  to  be  the  consequence  of  the 
transaction ;  here  would  be  an  annual  charge  of  two  millions 
and  a  half  incurred  for  the  mere  material  of  our  medium  of 
exchange. 

The  accumulation  of  so  much  gold  in  England  could  not  fail 
to  produce  a  scarcity  of  that  metal  in  other  coxmtries ;  and, 
though  it  may  sound  paradoxical,  in  England  also.  For  our 
appropriation'of  it  to  the  purpose  of  money,  would  as  effectually 
take  it  away  from  the  uses  of  commerce  and  trade  in  England 
as  elsewhere.  The  number  of  our  sovereigns,  therefore,  let 
them  be  guarded  ever  so  jealously,  would  be  in  a  perpetual 
process  of  diminution,  by  exportation,  or  melting,  or  both. 
And  every  diminution,  then  as  now,  woiJd,  in  proportion  to  its 
amount,  produce  a  similar  effect — a  reduction  of  "  absolute 
price  ;"  which  would  continue  until  the  requisite  tale  of 
sovereigns  was  again  made  up.  Thus,  with  a  circulation 
exclusively  metallic,  it  would  be  no  more  possible  to  avoid 
fluctuations  of  "  absolute  price,"  than  \vith  the  present  mixed 
circulation  of  metal  and  paper. 

But  there  are  causes  at  present  in  operation  which  make  such 
fluctuations  more  frequent  and  formidable. 

Our  money  consists  of  quarter  ounces  of  gold,  mider  the  name 
of  sovereigns ;  and  bank  bills  or  notes,  good,  so  far  as  readiness 
of  promise  goes,  for  so  many  sovereigns.  The  aggregate  value 
of  the  promissory  part  of  our  money,  we  have  pretty  accurate 
means  of  ascertaining.  It  amounts,  for  the  most  part,  to  about 
thirty  millions  of  pounds.  Tlie  amount  of  the  metallic  part  is 
not  so  easily  estimated.  Even  the  amomit  held  by  the  Bank  of 
England  cannot  be  stated  with  certainty ;  for  the  returns  from 
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that  establishment  specify  the  amount  of  bullion — gold  and 
silver — not  sovereigns.  Sr.ppose  the  Bank  of  England  to  hold 
in  its  coflers  one  sovereign  for  every  promise  to  pay  three 
sovereigns,  that  it  may  happen  to  issue,  which  is  the  rule, 
though,  in  practice,  it  has  more  commonly  been  the  exception 
— this  would  give  it  about  six  millions.  Possibly,  in  the  repo- 
sitories of  private  bankers,  and  passing  from  hand  to  hand  in 
general  sc  ciety,  there  may  be  six  or  seven  millions  more.  We 
can  but  guess  at  best,  but  a  guess  will  suffice. 

The  Bank  of  England  is  the  great  purchaser  of  gold.  It  is 
to  the  Bank  that  importers  invariably  have  recourse.  It  is  with 
difficulty  that  private  individuals  can,  in  many  instances,  obtain 
the  quantity  necessary  for  manufacturing  purposes.  But  the 
Bank  does  not  necessarily  or  constantly  purchase  gold  with 
notes.  It  is  a  holder,  at  all  times,  of  numerous  securities,  in 
the  shape  of  Exchequer  and  other  government  bills.  These  it 
exchanges  against  gold,  whenever  the  state  of  market  justifies 
the  exchange.  One  difference,  therefore,  between  an  exclusively 
metallic  cuiTency  and  our  present  mixed  system  is,  that,  under 
the  latter,  an  importation  of  gold  does  not,  of  necessity,  add  to 
our  available  stock  of  money.  But,  though  the  importation 
does  not  invariably  or  necessarily  add  to,  the  exportation  inva- 
riably takes  from  the  currency,  and  in  a  greater  degree  than 
the  mere  amount  of  the  exportation. 

The  causes  which  lead  to  an  adverse  exchange,  are  various. 
An  unfavourable  balance  may  be  created  by  a  rise  in  "  absolute 
price,"  by  whatever  arrangement  produced.  When  the  manu- 
factures of  England  go  into  a  foreign  market,  quality  f -r  quality, 
they  must  bear  the  same  price  as  similar  manufactures  of  other 
countries;  or  they  nuist  not  expect  to  find  chapmen.  The  con- 
sequence of  a  rise  in  "  absolute  price"  is  a  diminution  of  exports. 
But,  fi'om  the  manner  in  which  business  is  carried  on  in  modem 
times,  it  does  not  fdlow  that  the  imports  of  the  country  must 
also  diminish,  immediately  and  to  the  same  extent,  as  the  exports. 
For  a  considerable  time  they  may  continue,  or  even  increase,  fc) 

But  the  great  cause  of  an  adverse  balance  is  to  be  found  in 
the  peculiar  aiTangements  of  the  com  law  unties.  These 
arrangements  are  such  that,  when  com  is  of  a  certain  price,  the 
duty  is  so  high  as  to  be  prohibitory ;  and  when  corn  is  of  a  cer- 
tain other  price,  the  duty  is  so  low  as  to  be  nominal.  It  is  true, 
that  the  law  permits  the  bonding  of  foreign  com;  but,  in  the  first 
place,  corn  is  a  very  bulky  article,  and  requires  a  great  deal  of 
room;  and,  in  the  next  place,  it  is  difficult  to  keep,  and  in  spite 
of  every  attention,  the  loss  from  keeping  is  considerable.  No 
merchant,  therefore,  will  bond  com,  unless  there  exist  some 
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probable  expectation,  in  the  state  of  the  supply,  or  the  prospects 
of  the  harvest,  of  its  being  soon  admissible,  (dj 

The  state  uf  the  supply  is  not  a  matter  of  easy  ascertainment; 
and  the  prospects  (.»f  the  harvest  are  proverbially  uncertain. 
Sometimes,  as  was  tlie  case  two  years  ago,  when  the  length  and 
severity  of  the  winter,  and  backwardness  of  the  spring,  have 
betokcTied,  aln  )st  beyond  a  doubt,  that  the  crop  will  be  very 
deficic't,  a  coiu:«e  uf  warm  and  fertilising  summer  weather, 
when  least  expected,  will  deceive  the  most  prudent  and  far- 
seeing.  Not  less  frequently,  the  hopes  of  the  fairest  and  most 
promising  summer,  may  be  destroyed  by  a  few  weeks  of  adverse 
weather  in  autumn. 

The  quantity  of  grain  required  to  supply  a  deficiency  in  the 
home  crop,  is  with  equal  difficulty  calculated.  Under  the 
system  of  forced  prices,  on  which  the  corn  laws  proceed,  a  vast 
extent  of  land  is  subjected  to  the  plough,  which  ought,  from  its 
situation  and  character,  to  have  been  appropriated  to  pastm-age. 
Such  laud,  in  a  season  more  than  ordinarily  favorable,  yields  a 
supply,  which  seriously  interferes  with  the  value  of  the  returns 
from  more  fertile  soils ;  in  a  bad  season,  it  rarely  gives  back  the 
amount  of  seed  that  has  been  scattered  upon  it;  while  in  seasons, 
not  marked  as  peculiarly  good  or  bad,  the  produce  of  high  and 
cold  lands  is  so  precarious,  that  a  fortnight,  more  or  less,  of  heat 
and  drought  will,  for  the  most  part,  determine  whether  they 
shall  yield  a  fair  crop,  or  be  altogether  barren.  The  general 
result  is,  that  though  some  of  the  most  intelligent  men  in  the 
island  are  engaged  in  the  foreign  com  trade,  the  profits  of  that 
trade  may  be  said  to  be  almost  as  uncertain  as  if  they  depended 
on  the  turn  of  the  dice. 

Not  only  are  the  purchases  of  the  English  com  merchant 
made  with  great  irregularity,  and  at  uncertain  periods;  the 
foreign  growers  being  stimulated  by  no  constant,  or  steady  and 
calculable  demand,  are  rarely  in  a  position  to  supply  a  demand, 
when  it  comes.  Prices  abroad  are  enhanced,  by  the  casual  pur- 
chases of  the  English  corn  dealer,  to  a  degree,  which,  were  he 
a  regular  trader,  would  be  impossible;  and  thus,  while  by  the 
uncertainty  that  attends  his  calculations,  the  com  dealer  is 
almost  certain  to  make  larger  purchases  than  the  home  deficiency 
warrants,  the  cost  of  his  purchases  is  also  greater.  It  is  these 
purchases,  thus  casual  and  uncalculated,  and  out  of  the  ordinary 
course  of  every  day  traffic,  that  are  the  great  cause  of  au  adverse 
balance. 

Although  writers  on  economy  have  contrived  to  involve  it  in 
a  seeming  mystery,  there  is,  in  reality,  nothing  in  what  is  termed 
the  balance  of  trade,  or  in  the  mode  of  its  adjustment,  that  the 
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least  attentive  may  not  fully  comprehend.  When  two  parties 
are  mutually  purchasers  from  each  other,  no  one  is  puzzled  to 
account  for  the  obvious  result,  that  he  who  purchases  least  should 
be  called  upon  to  malce  good  the  difference  in  money.  The  case 
which  is  so  simple  in  the  case  of  two  individuals,  is  equally 
simple  in  the  case  of  two  nations,  fej 

The  payment  of  the  national  balance,  supposing  an 
exclusively  metallic  cun-ency,  would  be  at  once  and  directly 
effected,  by  the  transference  of  a  portion  of  the  ciuTency  to  the 
nation  on  w^hose  side  the  balance  happened  to  be.  Assume  the 
imports  of  the  united  kingdom  to  be  forty-five  millions,  and  its 
exports  forty ;  here  would  be  a  balance  of  five  millions  which 
would  be  adjusted  by  a  subtraction  of  five  millions  of  sovereigns 
from  the  existing  currency.  Taking  the  currency  at  fifty 
millions,  as  above  stated,  such  a  subtraction  would  reduce 
*'  absolute  price"  in  the  ratio  of  ten  to  nine.  Goods,  of  what 
description  soever,  that  previously  sold  for  twenty  shillings, 
would  now  sell  for  eighteen  shillings  ;  private  debts  would  be 
enhanced  by  10  per  cent.;  taxes  and  fixed  payments  would  be 
enhanced  by  10  per  cent. 

With  a  mixed  currency  of  paper  and  gold,  such  as  we  now^ 
possess,  the  only  difference  should  consist  in  the  process  by 
which  the  gold  to  pay  the  balance  was  obtained.  The  Bank 
being  the  great  holder  of  gold,  when  the  balance  of  trade  is 
against  us,  is  naturally  had  recourse  to ;  and  its  coffers  are 
drained,  either  by  demanding  sovereigns  in  exchange  for  notes, 
or  by  the  withdrawing  of  sovereigns  in  the  shape  of  balances. 
But,  as  a  demand  for  gold  must  always  produce  a  degree  of 
anxiety  in  the  minds  of  the  directors,  by  whom  the  extent  and 
duration  of  the  demand  can,  at  best,  be  guessed  at,  the  ordinary 
consequence  of  an  adverse  exchange,  under  present  circum- 
stances, is,  that  the  currency  is  contracted  to  a  considerably 
greater  amount  than  the  exigency  requires  ;  and  the  contraction, 
once  made,  is  longer  continued.  Thus,  an  adverse  balance  of 
fi\e  millions,  which,  with  a  purely  metallic  currency,  would 
produce  a  fall  in  "absolute  price"  of  10  per  cent.,  with  a  currency 
partly  paper,  partly  metallic,  Avould  jjroduce  a  fall  probably  of 
not  less  than  12  or  15  per  cent. 

The  evils  of  gold  money  may,  therefore,  be  described,  as 
contained  in  the  extravagance  of  the  first  purchase;  which 
extravagance  is  enhanced  by  the  circumstance,  that  by  its 
appropriation  to  the  purpose  of  money,  so  much  material  is 
abstracted  from  the  wholesome  uses  of  trade  and  commerce  ; 
but. most  of  all,  in  gold  being  the  universal  means  by  which  an 
adverse  balance  is  adjusted,  and  by  the  perpetually  recuning 
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derangement  of  the  currency,  that  cannot  fail  to  arise  out  of  its 
double  application,  partly  as  a  medium,  and  partly  as  a  matter 
of  exchange,  (f) 

Tf  we  have  succeeded  at  all  in  our  argument,  we  shall  have 
established,  that  whether  the  currency  be  entirely  composed  of 
the  precious  metals,  or  of  the  precious  metals  in  part,  and  of 
their  paper  representatives  in  part,  it  will  be  impossible  to  avoid 
fluctuations  in  "  absolute  price,"  and  the  serious  train  of  e\-ils 
that  is  the  consequence  of  such  fluctuations.  We  shall  have 
established  also,  that  the  great  causes  of  fluctuation  are  those 
unfavourable  balances  of  exchange,  for  the  reduction  of  which 
commerce  pi'esents  no  means  but  an  exportation  of  currency ; 
which  exportation,  though  not  generally  so  considered  is,  in 
effect,  as  much  a  diversion  of  the  cmiency  from  its  appropriate 
use,  as  the  melting  of  it  for  the  ordinary  purposes  of 
manufactiu-e  would  be.  If  there  be  any  truth  in  these 
propositions,  it  would  seem  to  follow,  that  whatever  substance 
shall  be  set  apart  by  law,  as  a  medium  of  exchange,  it  ought  to 
possess,  in  itself,  either  no  intrinsic  value,  or  so  small  an 
intrinsic  value,  as  to  prevent  the  probability  of  its  being 
diverted  to  any  purpose  but  that  of  a  medium  of  exchange. 
Without  discussing  the  fitness  of  other  substances,  we  may  at 
once  conclude,  justified  in  this  by  long  experience,  that  paper  is 
a  substance  eminently  suited  for  such  a  medium,  (g) 

Talcing  the  amount  of  money,  necessary  for  the  healthy  trade 
of  the  kingdom,  at  fifty  millions,  the  loss, /?er  annum,  on  a  gold 
currency  of  that  amount,  would  not  fall  short  of  two  millions 
and  a  half,  at  ordinary  interest,  reckoning  nothing  for  waste  and 
coinage.  The  cost  of  fifty  millions  of  paper,  supposing  the 
entire  number  of  notes  to  be  annually  renewed,  would  not 
exceed  one-tenth  part  of  that  sum.  The  saving  of  interest,  in 
the  case  of  paper  money,  as  compared  with  gold  money,  would 
not  fall  short  of  two  millions  per  Qnnum.  But  the  saving 
derivable  from  a  paper  currency  is  the  smallest  of  its 
recommendations.  The  grand  virtue  of  such  a  currency  is, 
that  it  cannot  he  uithdraicn  from  the  uses  of  society ;  it 
cannot  he  exported  to  pay  foreign  balances ;  it  cannot  he 
h'  arded  to  gratify  home  cupidity.  It  is  only  profitable  when 
applied  to  its  legitimate  purpose — the  facilitating  of  the  trading 
and  commercial  exchanges  of  the  country. 

With  a  gold  currency,  the  importation  of  three  or  four 
millions  of  quarters  of  wheat  will,  at  any  time,  impose  upon  the 
entire  of  the  traders  and  merchants  of  England  great  difficulties ; 
aggrieve  many,  and  ruin  not  a  kvr  of  them.  And  this,  while 
the  importation  is  a  source  of  profit  to  the  importers.  Suppose 
such  an  importation   under  a  paper  currency,  and  a  similar 
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adverse  balance  to  be  created,  and  that  balance  to  be  reduced 
by  the  same  means — an  export  of  gold ;  the  result  woidd  be, 
not  a  lowering  of  all  prices,  but  an  enhancement  of  the  price  of 
gold.  Stocks  and  obligations  would  maintain  their  settled 
proportions ;  no  man's  capital  would  be  reduced ;  no  man^s 
credit  would  be  damaged ;  the  general  prosperity  would  remain 
undisturbed.  The  natural  process  of  adjustment  would  proceed, 
between  nations  as  between  individuals  ;  the  traders  who 
created  the  difficulty,  if  difficulty  there  should  be,  being  called 
on,  as  reason  is  they  ought,  to  suffer  any  inconvenience  that 
might  arise  out  of  its  creation. 

There  are  two  objections  in  limine  to  paper  money — the 
facility  with  which  it  may  be  imitated;  the  difficulty  of 
preventing  over  issues.  Although  both  these  objections  hold 
quite  as  good  against  the  present  mixed  system  of  paper  and 
gold,  as  against  an  exclusively  paper  system — for  the  quantity 
of  paper  now  in  existence  is  most  ample  for  the  purposes  of  the 
forger,  and,  as  to  the  issues,  not  only  have  we  no  fi^^ed  rule,  but 
no  rule  at  all — though  this  is  the  case,  we  do  not  wish  to  pass 
over  any  objection  that  can  be  fairly  urged  against  our  proposal, 
on  the  ground  merely,  that  it  makes  equally  against  the 
proposals  of  others. 

First,  then,  as  to  the  forgery  objection — we  submit  that  it  is 
quite  as  easy  to  forge  a  sovereign  as  to  forge  a  note  for  a 
sovereign.  We  go  further.  liooking  to  the  progress  already 
made  in  taking  facsimile  copies  of  medals,  by  means  of  the 
electrotype,  we  can  have  little  hesitation  in  saying,  that  to 
imitate  a  sovereign  requires  much  less  skill  in  the  imitator,  than 
to  imitate  a  bank  note.  There  is  no  merely  mechanical  means 
by  which  the  bank  note  can  be  imitated  ;  nor,  fi'om  the  different 
kinds  of  ink  employed  in  printing  and  signing,  would  it  appear 
that  any  such  means  are  of  probable  attainment.  To  engrave 
a  plate,  moderately  well,  requires  skill,  appliance,  and  capital 
in  the  outset ;  to  engrave  a  plate,  in  the  first  style  of  excellence, 
is  a  task  to  which,  at  no  period,  are  there  above  three  or  four 
artists  in  a  kingdom  equal.  The  chances  that  any  artist  of  very 
great  ability  should  devote  himself  to  the  accomplishment  of  a 
public  forgery,  with  all  its  risks  and  infamy,  is  in  the  last  degree 
improbable.  True,  there  are  methods  by  which  the  scientific 
may  test  the  genuineness  of  a  bit  of  gold,  of  a  less  fallible 
nature  than  those  for  testing  the  authenticity  of  a  signature. 
Yet,  we  doubt  if  the  ordinary  trading  community  are  less  liable 
to  be  imposed  upon  by  a  bad  sovereign  than  by  a  bad  note. 
Indeed,  the  opposite  would  be  the  more  reasonable  conclusion. 
A  bank  note  might  be  so  written  and  engraved,  with  lines  so 
simple,  and,  at  the  same  time,  so  exquisite,  that,  at  length,  its 
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form  and  appearance  should  become  familiar  to  the  most 
careless,  and  the  successful  uttering  of  an  imitation  of  it 
become  almost  impossible. 

The  second  objection,  the  difficulty  of  preventing  over-issues, 
requires  more  lengthened  consideration. 

Let  it  be  premised,  that  the  evil  of  an  over-issue,  where  the 
currency  is  exclusively  paper ;  and  the  evil  where  it  is  only  in 
part  paper,  and  that  paper  convertible  at  will  into  gold  at  a 
given  price,  are,  by  no  means,  equal  in  amount.  The  objection 
to  an  over-issue  under  the  existing  system  is,  that  it  raises  all 
prices,  the  price  of  gold  excepted  ;  that  gold,  which  cannot  rise 
in  price  above  the  level  of  other  countries,  is,  in  consequence, 
exported;  and  goods,  which  have  risen  above  that  level,  remain 
at  home.  But  an  over-issue,  where  the  ciurency  was  paper 
only,  would  not  only  raise  the  prices  of  goods,  it  would  eJso 
raise  the  price  of  gold.  There  would  not,  therefore,  in  the  event 
of  such  an  over-issue,  be  any  greater  tendency  in  gold  to  be 
exported  than  in  goods.  The  advantage,  or  disadvantage,  of 
exporting  the  one  or  the  other  would  be,  pretty  nearly,  the  same. 

The  only  necessary  evil  of  an  over-issue,  with  a  currency 
exclusively  of  paper,  would  be  a  proportionate  decrease  in  the 
value  of  debts,  obligations,  and  taxes.  It  is  not  necessary  to 
dwell  on  the  decrease  of  taxes ;  the  Chancellor  of  the  Exchequer 
would,  doubtless,  find  a  remedy  for  that.  For  the  decrease  in 
debts  and  other  private  obligations,  there  would  be  a  two-fold 
compensation  —  first,  the  payment  of  them  would  be  more 
assured,  under  an  issue  in  excess,  than  with  a  restricted  issue. 
This  is  a  view  of  the  case  to  which  too  little  attention  is 
commonly  given.  The  constant  remark  of  those  who  are 
alarmed  at  the  consequences  of  an  over-issue,  that  is,  at  high 
prices,  for  the  terms  are  convertible,  is — "  see  how  such  a 
system  injures  the  honest  creditor.  Would  you  pay  him  in 
depreciated  money  ?"  Now,  with  a  currency  in  excess  and  a 
restricted  currency,  the  choice  is  not  so  much,  between  the 
paying  of  debts  in  depreciated  or  imdepreciated  money ;  as 
between  the  paying  of  debts  in  depreciated  money,  and  not 
paying  them  at  all.  There  can  be  little  doubt  that  the 
numerous  losses  to  which  a  creditor  is  liable,  under  a  restricted 
currency,  and  its  never-failing  concomitants — restricted  sales — 
restricted  credit — failures — compositions — much  more  than 
equal  the  damage  to  which  he  can  be  subjected,  fi-om  any  over- 
issue that  is  like  to  take  place  in  England. 

There  is  a  second  compensation  to  be  found  in  the  fact — that 
though  an  over-issue  would  raise  many  prices,  it  would  not  raise 
all. 

If  we  calculate  the  price  of  wheat  firom  1700  to  1790;  firom 
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1790  to  1815;  and  from  1818  to  the  present  time;  we  shall  find, 
that,  in  the  first  period,  the  bushel  of  wheat  cost  five  shillings; 
that,  in  the  second,  it  cost  ten  shillings;  and  that,  in  the  third, 
it  has  cost  seven  shillings  and  sixpence,  very  nearly.  Here  we 
have  three  prices,  which  may  be  termed  the  continental  price, 
the  home  war  price,  the  home  peace  price.  The  first  was  the 
effect  of  a  money  law,  the  same  as  that  which  now  exists, 
operating  without  check;  the  second  was  the  effect  of  an  exclu- 
sively paper  currency,  and  that  paper  currency  in  excess;  the 
third  has  been  the  effect  of  the  money  law,  modified  and  con- 
trolled by  the  corn  law.  The  first  price  regulates,  and  must 
continue  to  regulate,  the  price  of  all  articles  of  export;  the  third 
has  regulated,  hitherto,  the  price  of  all  articles  of  strictly  home 
use.  Labour,  employed  in  articles  of  export,  is,  more  or  less, 
controlled  by  the  one;  labour,  employed  in  articles  of  home  use, 
by  the  other.  Such  an  issue  of  paper,  therefore,  as  would 
enhance  one  class  of  prices  by  one-half,  would  not  neces- 
sarily enhance  the  other  class;  for  the  plain  reason,  that,  the 
operation  of  the  money  laws  to  the  contrary  notwithstanding, 
that  class  has  not  been  similarly  depressed.  In  the  event,  there- 
fore, of  such  an  over  issue,  the  expenditure  of  the  creditor  would 
be  increased,  only  in  so  far  as  it  consisted  of  articles  of  export, 
or  of  the  labour  employed  in  the  manufacture  of  articles  of 
export.  Balancing  against  certainty  of  payment,  from  the 
increased  impetus  that  an  abundant  supply  of  money  always 
gives  to  trade  and  the  confirmation  and  extension  of  credit  that 
accomjDanies  it,  this  partial  enhancement  of  price  in  articles  of 
expenditure;  there  does  not  seem  much  room  for  doubt,  that  to 
the  creditor,  the  advantage  of  an  over  issue,  or  what  is  popularly 
termed  such,  would  be  decided ;  to  say  nothing  of  the  collateral 
benefits  that  a  prosperous  state  of  trade  and  commerce  can 
hardly  fail  to  bring  to  every  individual  of  the  community,  what- 
ever be  his  pursuits  or  relations,  (hj 

We  consider  these  remarks  necessary,  not  because  we  advo- 
cate an  over-issue.  The  propriety  of  raising  prices  from  their 
present  ruinous  depression,  we  believe  few  will  question ;  but 
our  j)resent  purpose  is  not  so  much  to  recommend  either 
extension  or  restriction  of  the  currency,  as  to  point  to  a  means 
by  which  extension  or  restriction,  wh'en  necessary,  may  be 
carried  into  useful  effect.  The  present  mixed  currency,  we 
believe  to  be  inherently  vicious.  It  defies  the  utmost  power  of 
the  Bank,  which  pretends  to  control  it.  When  restriction  is 
imjDcratively  called  for,  it  cannot  be  obtained  without  extreme 
hazard  to  the  Bank,  as  well  as  to  the  merchant.  When  extension 
is  desirable,  the  absence  of  all  guide  or  test,  by  which  to  judge 
of  its  due  amount,  effectually  interposes  to  trammel  extension. 
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From  the  frequent  occurrence  of  fluctuations  in  price,  the 
consequence  of  a  fluctuating  currency,  the  government  suffers, 
the  people  suffer,  and  the  Bank  does  not  gain.  And  this 
fluctuation,  out  of  which  so  much  evil  springs,  is  not  an 
accident  of  the  system,  but  part  of  its  nature  j  and  incapable,  by 
any  process  whatever,  of  being  dissevered  from  it.  What  we 
want,  in  the*  first  place,  is  a  currency  which  shall  admit  of 
regulation  and  fixity.  When  we  have  got  such  a  currency, 
we  can  proceed  to  extend  it.  as  the  wants  of  the  community 
require ;  and,  having  so  extended  it,  we  can  maintain  it.  At 
present,  as  soon  as  we  begin  to  extend,  the  falling  exchanges 
drive  us  to  restriction  again  ;  and  the  moment  we  attempt 
restriction,  the  wants  of  the  government,  and  the  distresses  of 
the  manufacturers,  compel  us,  once  more,  to  relax.  Ar^d  thus 
we  are  kept  in  an  eternal  see-saw,  which  goes  to  unsettle  all 
the  relations  of  society  ;  and  to  make  its  most  sacred  and  solid 
obligations  no  more  reliable  than  dicers'  oaths. 

It  is  not  easy  to  discover  the  source  of  that  error  which  gives, 
in  the  eyes  of  many,'  so  alarming  an  aspect  to  a  currency  of  in- 
convertible paper  money.  It  is  very  true  we  have  most  of  us 
read  of  Law  and  his  schemes,  and  the  extensive  evils  that  arose 
from  paper  money  as  employed  by  him;  or,  rather,  as  employed 
by  an  ignorant  and  unprincipled  government  in  his  name.  And, 
at  a  comparatively  recent  period,  we  have  heard  of  the  conse- 
quences of  uncontrolled  issues  of  paper,  in  the  rise,  progress, 
and  decline  of  the  assignat  system  during  the  early  part  of  the 
French  revolution.  But  both  these  examples  are  drawn  from 
the  history  of  a  people,  by  whom  sound  principles  of  commerce 
are,  even  yet,  far  from  being  generally  known  and  acknowledged; 
and,  though  under  different  phases,  both  are  examples  of  a  cur- 
rency not  controlled,  as  reason  says  it  should  be,  by  the  servants 
of  the  people  for  the  people's  use;  but  abused  to  gratify  the 
corrupt  wishes  of  an  absolute  court  in  one  case,  and  to  meet 
the  pressing  exigencies  of  a  ruinous  war  and  internal  commo- 
tion in  the  other,  at  the  bidding  of  an  oligarchy,  not  more  re- 
sponsible, than  the  most  absolute  of  courts. 

It  would  seem  more  just  to  the  proposers  of  an  inconvertible 
paper  currency,  to  draw  the  proofs  of  its  evils  from  our  own 
sober  experience,  than  from  the  freaks  of  our  vivacious  neigh- 
bours. It  would  be  difficult  to  show  that  the  state  of  the  cur- 
rency from  1796  to  1819  was  a  dangerous  one;  and  yet  during 
that  lapse  of  twenty-five  years,  our  currency  consisted  of  incon- 
vertible paper.  We  do  not  assert,  that  during  that  period  no 
over  issue  took  place.  But,  we  may  say,  that  when  we  take 
into  consideration  all  the  circumstances,  we  shall  find  reason  for 
admiration,  rather  than  condemnation,  at  the  small  amount  of 
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the  extension,  even  when  at  its  maximum.  Let  it  be  remem- 
bered, that  from  1796  to  1812,  the  Bank  of  England  was  un- 
shackled by  present  control  or  expectation  of  future  responsi- 
bility; and  that,  while  the  government,  staggering  under  an 
enormous  expenditure,  was  pressing  upon  its  resources  for  the 
supply  of  the  public  necessities,  the  immediate  and  direct 
interest  of  the  Bank  lay  entirely  in  the  direction  of  over  issue,  (i) 
Again,  if  we  would  be  content  to  lay  aside  theory,  and  to 
regard  our  present  currency  in  a  plain  practical  light,  what  do 
we  possess,  at  this  present  moment,  but  an  inconvertible  paper 
currency  ?  Is  there  any  man  in  his  senses  who  will  assert,  that 
there  is  in  the  country  a  sufficiency  of  gold  to  exchange  against 
the  paper  money  in  circulation  ?  And  of  what  importance  is  it 
to  tell  us  that  the  value  of  paper  money  is  maintained,  or  in 
other  words,  that  the  price  of  goods  is  kept  down,  by  the  liabi- 
lity of  the  Bank  to  pay  in  gold,  when,  practically  spealdng,  no 
such  payment  does,  or  can  take  place  ?  What  is  to  be  learned 
from  this  fact,  frame  it  as  we  will,  but  that  the  value  of  paper 
money  is  maintained  by  regulating  the  quantity  of  it  in  circulation ; 
and  that  where  the  quantity  is  duly  regulated,  its  convertibility 
into  gold  has  no  more  connection  with  its  value,  than  its  con- 
tertibility  into  silver,  copper,  or  iron  ? 

Suppose  the  whole  of  the  sovereigns  now  in  circulation  to  be 
.  withdrawn,  and  their  place  to  be  supplied  with  one  pound  notes ; 
will  it,  for  a  moment,  be  contended,  precisely  the  same  amount 
of  money  being  in  circulation,  and  the  material  only  of  the 
money  being  changed,  that  prices  must  rise,  or  that  the  value  of 
money  must  fall?  Again,  suppose  the  entire  of  the  paper  now 
in  circulation  to  be  withdrawn,  and  its  place  supplied  with 
sovereigns;  will  it  be  contended  in  that  alternative,  that  prices 
would  be  in  the  smallest  degree  altered  ?  Will  it  be  asserted, 
that  in  order  to  maintain  the  value  of  gold,  in  the  latter  case, 
we  must  make  it  convertible  into  silver,  or  copper,  or  iron,  at  a 
certain  fixed  rate  ?  Can,  then,  any  truth  be  more  evident,  than 
that  the  material  of  the  currency,  or  its  convertibility  into  some 
other  material,  has  no  effect  whatever  on  the  relation  of  currency 
to  price  ?  that  such  relation  depends  on  the  quantity,  and  on  no 
other  element  ?  and  that  the  one  question  for  solution  is,  have 
we  any  rule  by  which  the  quantity  can  be  duly  regulated  ? 

That,  if  any  such  rule  can  be  discovered  and  applied,  a  paper 
currency  would  be  superior,  in  every  way,  to  a  metallic,  is 
admitted  by  a  writer,  who,  upon  such  a  question,  will  be 
allowed  to  possess  very  high  authority.     He  says — 

"  Of  the  materials  suggested  for  this  purpose  [currency], 
paper  has  been  by  far  the  most  generally  resorted  to,  and  is,  in 
every  respect,  the  most  eligible.  By  using  paper  instead  of  gold, 
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we  substitute  the  cheapest,  in  room  of  the  most  expensive 
currency  ;  and  enable  the  society,  without  loss  to  any  individual, 
to  send  abroad  all  the  coins  rendered  superfluous  by  the  use  of 
paper ;  getting,  in  return,  from  the  foreigner,  an  equivalent,  in 
raw  materials  or  manufactured  goods." 

Such  is  the  language  of  Mr.  Macculloch,  in  his  edition  of 
Adam  Smith.  liCt  us  examine  the  difficulties  which  are 
generally  supposed  to  exist  in  the  checking  of  an  over-issue  of 
paper  money. 

If  the  amount  of  paper  money  in  circulation  were  made  to 
depend  on  the  will  of  the  Bank  of  England,  or  of  any  similar 
establishment,  the  probability  of  an  over-issue  would  be  very 
great.  We  have  obsen-ed,  that  the  interest  of  the  Bank  lies  in 
the  direction  of  over-issue ;  and  were  it  entirely  exempt  from 
even  the  slender  check  which  the  state  of  the  law,  from  1796  to 
1819,  imposed  on  it,  an  over-issue  would  hardly  fail  to  be  made. 

If  the  management  of  the  currency  were  placed  in  the  hands 
of  government — meaning  by  the  government,  the  ministry 
of  the  day — the  risk  of  irregularity  would  be  equally  great ;  for 
it  will  hardly  be  denied,  that  the  caprices  of  a  court  and  the 
necessities  of  a  Chancellor  of  the  Exchequer,  are  as  little 
susceptible  of  calculation  or  control,  as  is  the  cupidity  of  a 
trading  company. 

But,  when  we  have  granted,  that  neither  to  the  Bank  nor  to 
the  ministry  could  the  management  of  a  paper  currency  be 
safely  entrusted,  have  we  shut  out  all  possibility  of  an  honest 
and  effective  machinery  for  that  purpose  ?  What  hinders  us 
from  erecting  a  National  Bank  of  issue,  whose  directors  shaU 
be  named,  not  by  ministers,  but  by  parliament ;  and  whose 
discretion  shall  be  limited  and  defined  by  precise  rules,  any 
departure  from  which  shall  be  guarded  against  by  a  proper 
system  of  accounts ;  and  punished,  should  it  take  place,  by 
heavy  penalties  ?  Such  a  National  Bank,  for  the  issue  of 
national  paper,  would  offer,  it  appears  to  us,  every  guarantee  for 
honest  and  prudent  dealing,  that  the  most  timorous  and  exigent 
could  require. 

The  argument,  by  which  the  proposal  of  a  National  Bank  is 
most  likely  to  be  met,  is  one  which  will  always  have  great 
weight  with  ordinary  minds  ;  and  especially  where  the 
commercial  regulations  of  a  nation  are  concerned.  It  is  a 
novel  device ;  one  of  whose  value  and  tendencies  we  have  no 
certain  experience  to  guide  us  in  our  calculations.  It  is  true,  a 
National  Bank,  in  the  ordinary  sense  of  the  term,  the  English 
government  has  at  no  period  of  its  history  possessed.  But  that 
government  and  all  other  governments  have  claimed  and 
exercised  one  of  the  most  important  functions  of  banking — the 


supply  of  a  circulating  medium.  The  government  stamp,  since 
history  became  civilised,  has  been  the  legal  permit  under 
which  the  precious  metals,  as  an  instrument  of  payment,  have 
circulated.  In  this  sense,  government  has,  at  all  times,  been 
the  great,  the  only  recognised,  bank  of  issue.  The  issues  of 
banks,  commonly  so  called,  differ  in  form,  not  in  reality,  from 
the  issues  of  private  traders.  The  promise  to  pay  to  bearer  on 
demand,  and  the  promise  to  pay  to  order  and  at  a  fixed  date, 
are  promises,  whose  performance  is,  by  the  very  meaning  of  the 
terms,  subordinate  to  the  power,  which  government,  the  real 
bank,  exercises,  of  fixing  the  nature  and  amount  of  the 
circulation.  They  are  promises  to  pay  in  gold,  in  silver,  in 
copper,  in  paper,  in  whatever,  M'hen  the  payment  is  made,  may 
happen  to  be  the  current  money  of  the  state.  It  would  seem, 
therefore,  when  we  object  to  a  National  Bank,  that  it  is  a 
novelty,  we  are  taking  an  objection  of  words  rather  than  of 
things.  We  already  possess  a  Nalional  Bank  for  the  issue  of 
gold,  and  silver,  and  copper.  It  is  the  material  of  the  issue 
that  alone  constitutes  the  novelty. 

The  argument  for  a  currency,  composed  exclusively  of  gold 
or  silver,  is  founded  on  the  intrinsic  value  of  the  metal 
employed.  Paper,  it  is  said,  is,  in  itself,  valueless,  or  nearly  so. 
If  paper  only  were  employed  as  currency,  how  would  it  be 
possible  to  prevent  its  conventional  and  its  real  value  from 
assimilating  ?  If  paper  could  be  exchanged  against  paper 
only,  by  what  means  could  the  public  confidence  in  the 
solvency  of  the  issuers  be  maintained  ? 

Now,  if  we  have  been  at  all  successful  in  our  previous 
reasoning,  we  think  we  must  have  shown  satisfactorily,  that 
"  absolute  price"  is  dependent,  not  on  the  material  of  the 
currency,  but  the  quantity  ;  that  with  a  currency,  exclusively  of 
gold,  an  addition  would  as  necessarily  lead  to  a  rise  of 
"  absolute  price,"  as,  with  a  currency  exclusively  of  paper ;  and 
that  a  subtraction  in  the  latter  case,  not  less  than  in  the  former, 
would  lead  to  a  fall  of"  absolute  price."  Nor  is  this  a  matter 
of  theory.  It  has  been  proved  on  a  scale  too  extensive  to  admit 
of  the  smallest  challenge.  The  kingdom  of  Norway  and  Sweden 
has  lor  years  had  a  paper  currency,  to  all  practical  intents, 
inconvertible  and  exclusive.  Yet  in  Norway  and  Sweden  the 
paper  currency  has  not  suffered  any  depreciation.  Prussia  also, 
an  example  yet  more  in  point,  inasmuch  as  its  commercial 
relations,  like  our  own,  are  very  numerous  and  important,  has  a 
paper  currency,  which  is  practically  exclusive ;  and  in  Prussia 
paper  has  not  depreciated.  On  the  contrary,  unless  we  are 
misinformed,  paper  in  Prussia  bears  a  small,  but  constant, 
premium  in  relation  to  silver.     In  both  of  these  states  the  paper 
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currency  ranges  very  low ;  in  Prussia  Uiere  are  notes  of  a 
rixdoUar;  and  in  Norway  and  Sweden  of  still  smaller  value. 
The  system  has  been  fairly  tried.  It  has  issued  in  an  amount 
of  comfort  to  the  people  and  of  comfort  to  the  state,  which  are 
in  remarkable  contrast  with  the  unease,  that  is  experienced  by 
both  in  our  otherwise  favoured  island.  The  national  debt  of 
Norway,  naturally  a  very  poor  country,  we  are  told  in  the  last 
address  of  the  sovereign  to  the  Storthing,  has  been  nearly 
extinguished ;  in  Prussia  the  same  most  desirable  effect  has 
been  all  but  realised  ;  the  trade  and  commerce  of  both  countries 
are  prosperous  ;  and  the  revenues  of  both  are  ample,  compared 
with  the  government  wants ;  and  cheerfully  paid.  If  there  be 
any  truth  or  force  in  these  facts,  it  would  seem  to  follow,  that 
the  confidence  of  the  public,  in  a  currency  exclusively  paper, 
may  be  maintained  without  difficulty. 

Such  facts  would  seem,  moreover,  to  remove  altogether  the 
supposed  difiiculty  arising  out  of  paper  money  being  non- 
exchangeable,  unless  for  paper  money  ;  by  which  is  always 
meant,  that  it  would  not  be  exchangeable  for  gold  money,  on 
mere  presentation  at  the  bank  from  which  it  had  issued. 
Practically  speaking,  the  present  paper  money  of  England  is 
only  exchangeal)le  for  paper.  The  notes  of  the  Bank  of 
England  are  a  legal  tender  in  all  payments,  those  of  the  Bank 
of  England  excepted.  They  are  a  legal  tender  in  every  part  of 
the  united  kingdom,  except  in  the  Bank  parlour,  in  Thread- 
needle  Street.  The  notes  of  private  banks  are  payable,  not  in 
gold,  as  is  fondly  assumed  by  those  who  argue  about  the 
convertibility  of  our  paper  currency,  but  in  paper.  Yet,  \vhat 
instance  can  be  cited  of  the  notes  of  private  banks  becoming 
depreciated,  because  they  are  legally  inconvertible ;  or  of  the 
notes  of  the  Bank  of  England  becoming  depreciated,  because 
they  are  legally  inconvertible,  unless  in  one  place  in  London,  to 
which,  practically  speaking,  not  one  holder  of  Bank  of  England 
notes  out  of  ten  thousand,  possesses,  or  has  ever  dreamed  of 
acquiring,  access  ? 

It  is  not  easy  to  discover  how,  under  a  system  of  paper  money, 
there  can  be  any  greater  difficulty  in  converting  paper  into 
gold,  than  there  is  at  present;  although  the  form  of  the  conver- 
sion would  not  be,  in  terms,  the  same.  The  material  of  the 
currency  has  no  influence  on  '"absolute  price;"  it  can  still  less 
have  an  influence  on  "  relative  price"  which  is  altogether  inde- 
pendent of  the  currency.  On  what  principle  then,  is  it  assumed, 
that  a  paper  currency  must  have  an  influence  on  the  "  relative 
price"  of  gold  r  Why  should  not  such  a  ciurency  equally  affect 
the  "  relative  price"  of  any  other  article  of  purchase  ?  It  cannot 
be  contended,  that,  with  an  exclusively  paper  currency,  there 
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would  be  an  increased  demand  for  gold.  There  seems  no  doubt, 
that  the  demand  would  be  greatly  diminished.  But,  supposing 
it  to  remain  as  at  present,  gold  would  still  be  easily  purchasable. 
And  what  else  is  the  exchange  of  paper  for  gold,  which  now 
takes  place,  but  a  purchase  of  the  latter  with  the  former  ?  Here, 
again,  we  have  the  examjsle  of  other  communities  to  support 
our  statement.  It  will  be  readily  granted,  that  there  is  no  more 
security  given  for  the  convertibility  of  silver  into  gold,  where 
the  currency  is  exclusively  silver;  than  for  the  convertibility  of 
paper  into  gold,  where  the  currency  is  exclusively  paper.  A 
currency  of  silver  is  quite  as  likely  to  influence  the  "  relative 
price"  of  gold,  as  a  cmrency  of  paper.  Yet,  in  France  and 
other  countries,  where  the  currency  is  silver,  no  difficulty  is 
found  in  obtaining  gold  in  exchange.  When  the  demand  for 
an  exchange  is  great,  it  produces,  as  demand  always  does,  a 
rise  in  the  price  of  the  article  in  demand — the  agio  on  gold,  in 
such  a  case,  rises.  When  the  demand  is  small,  the  cujio  falls. 
But  no  more  in  one  case,  than  in  the  other,  is  the  exchange — 
in  reality  the  purchase,  though  not  so  denominated — attended 
with  the  smallest  difficulty.  We  conclude,  then,  even  supposing 
no  public  provision  to  be  made  for  facilitating  such  an  ex- 
change, that  it  would  be  quite  as  easy  with  an  exclusive  paper 
currency  to  procure  gold,  when  gold  was  wanted,  as  to  procure 
any  other  article  of  desire. 

There  is  an  objection  of  practice  against  a  National  Bank, 
which  has  not  been  sufficiently  grappled  with;  and  the  difficulty 
of  which  we  do  not  pretend  to  underrate.  Supposing  the  strict 
and  undeviating  application  of  rules  for  regulating  the  amount 
of  the  currency  to  be  insured,  by  the  nomination  of  honest  and 
judicious  officers,  on  what  principle  are  these  rules  to  proceed  ? 
A  machinery  of  issue  there  can  be  little  difficulty  in  framing; 
but  how  is  the  amount  of  the  issue  to  be  fixed?  Two  proposals 
with  reference  to  this  question  have  been  submitted  to  the 
public,  each  of  which  has  its  recommendation.  It  is  proposed 
by  Mr.  Charles  Jones,  a  gentleman  whose  intimate  acquaintance 
with  the  currency  is  favourably  shown  in  his  letter  to  the  chair- 
man of  the  Bank  committee,  that  a  number  of  articles  of  produce 
— say  twenty — should  be  selected,  whose  prices  should  be  the 
gauge  by  which  the  issues  should  be  measured.  That,  while  the 
prices  of  these  twenty  articles  remained  stationary,  or  were  sub- 
ject to  only  small  oscillations,  the  issue  should  be  maintained 
without  change;  that,  when  these  prices  generally  rose,  the 
issue  should  be  gradually  reduced,  until  they  had  fallen  to  their 
former  level;  and  that  when  the  prices  generally  fell,  the  issue 
should  be  gi'adually  increased,  until  they  had  risen  to  their  former 
level.     Mr.  Jones  further  proposes,  in  case  one  or  two  only  of 
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the  articles  used  as  a  gauge  shall  happen  to  rise  or  fall,  that 
such  articles  shall,  for  the  time,  be  struck  out  of  the  list — the 
causes  in  operation  in  respect  to  them  being  paiticular,  not  uni- 
versal. The  proposal  may  be  expressed  more  generally  and 
concisely  by  saying,  that  the  issues  should  be  regulated  by  the 
"  absolute  price,"  of  which  the  money  in  circulation  is  always 
the  measure,  and  which  again  indicates,  by  its  fluctuations, 
the  changing  amount  of  money  in  circulation ;  a  certain  number 
and  description  of  articles  being  selected  as  evidence  of  the 
"  absolute  price." 

Another  plan,  which  has  the  merit  of  greater  simplicity,  is  to 
constitute  the  National  Bank  into  a  bank  of  bullion  as  well  as 
of  issue,  by  authorising  its  directors  to  purchase  silver  with 
notes,  at  all  times,  when  the  ounce  is  below  a  certain  price,  and 
to  purchase  notes  with  silver,  at  all  times,  when  silver  shall  rise 
above  that  price.  This  is,  in  fact,  making  the  "  absolute  price" 
of  silver  the  gauge  of  the  paper  issues;  and,  as  silver  is  in  very 
equal  supply,  it  is  not  thought  probable,  that  its  "  relative  price" 
will  be  found  to  vary  so  as  to  prevent  its  applicability.  The 
plan  of  making  silver  the  gauge  is  proposed  by  Mr.  Muntz. 

Of  course,  the  price  at  which  silver  is  directed  to  be  main- 
tained, would  constitute  the  standard,  according  to  the  ordinary 
use  of  that  tenn.  Assuming  that,  during  the  first  ninety  years  of 
the  last  century,  when,  for  practical  purposes,  we  had  no  re- 
strictions on  the  import  of  com,  an  ounce  of  silver  or  five  shillings 
was  equal  to  a  bushel  of  wheat;  and  assuming  that,  since  1815, 
when  the  import  was  restricted,  the  price  of  wheat  per  bushel 
has  been  seven  shillings  and  sixpence;  both  of  which  assiunp- 
tions  are  borne  out  by  the  actual  averages  diuing  these  two 
periods;  and  assuming,  lastly,  that  the  relation  of  equality 
between  the  ounce  of  silver  and  the  bushel  of  wheat,  is  a  real 
and  natural  relation ;  Mr.  Muntz,  in  order  to  preserve  it  under 
the  operation  of  the  com  laws  as  before  their  passing,  would 
enhance  the  price  of  the  ounce  of  silver  to  seven  shillings  and 
sixpence.  He  would  thus  have  the  National  Bank  directors 
purchase  silver,  in  all  cases  when  the  ounce  of  silver  fell  below 
seven  shillings  and  sixpence,  and  sell  it  in  all  cases  when  it  rose 
above  seven  shillings  and  sixpence. 

There  is  a  preliminary  objection,  to  which  the  propounder  of 
the  first  of  these  plans  does  not  seem  to  have  attended. 
Supposing  other  practical  difficulties  surmountable,  with 
what  price  of  the  twenty  commodities  are  we  to  begin  ?  The 
present  will  be  acknowledged,  by  most  judges,  to  be  an  unfit 
one ;  and  how  are  we  to  fix  on  one  which  shall  be  more  fit  ? 
Suppose  we  were  to  issue  our  cunency,  and  the  present  price 
were,  in  consequence,  to  rise,  at  what  point  must  we  check  its 
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upward  progress  ?  That  there  is  a  paper,  as  well  as  a  golden, 
mean,  between  the  extremes  of  depression  and  extravagance, 
we  have  no  doubt;  but,  unluckily,  we  are  as  little  furnished 
with  an  infallible  guide  for  the  discovery  of  one,  as  of  the  other. 
The  second  plan  lies  open  to  a  similar  objection.  That  we 
might  raise  the  "  relative  price"  of  silver  to  seven  shillings  and 
sixpence,  without  any  gi*eat  difficulty,  is  obvious.  We  have 
only  to  buy  largely  to  insure  such  a  rise.  But  the  enhancement 
of  the  "relative  price"  of  silver  is  not  what  is  required.  We 
are  called  on  to  enhance  the  "  absolute  price."  How  are  we  to 
effect  that? 

After  all,  we  fear,  we  must  conclude  that,  in  the  regulation  of 
the  issues  of  a  National  Bank,  we  must  proceed,  in  the  first 
instance,  tentatively,  rather  than  on  any  fixed  rule ;  guarding, 
as  carefully  as  we  can,  against  an  excess,  which  must  always 
be,  with  greater  difficulty,  reduced,  than  would  a  defect  be 
supplied.  Jn  this  experimenting  spirit,  therefore,  eschewing  all 
dogmatising,  where  the  materials  of  a  correct  estimate  are  so 
few,  we  would  incline  to  recommend,  that  the  issues  of  a 
National  Bank,  until  the  directors  have  had  time  to  feel  their 
way,  and  so  to  proceed  with  safety,  as  well  as  boldness,  should 
not  exceed  the  amount  of  the  annual  taxes.  Perhaps  it  would 
be  better,  that  they  should  fall  somewhat  short  of  that  amount. 
There  seems  a  plain  reason  for  this  restriction,  however  it  might 
be  relaxed  on  an  extended  experience,  namely,  that  it  would 
affijrd  an  opportunity  for  the  annual  absorption  of  the  entire 
issues  in  the  payment  of  taxes.  If  the  National  Bank  paper 
could  not  be  so  absorbed  it  is  just  possible,  that  the  opinion  of 
the  public  might  be  shaken  as  to  the  solvency  of  the  issuer.  If 
every  man  in  the  kingdom  had  the  assurance,  that  his  one  pound 
of  debt  to  the  Exchequer  could  be  liquidated  by  a  government 
note  of  one  pound,  any  thing  like  a  doubt  of  the  security  and 
value  of  the  one  pound  note  would  be  necessarily  shut  out.  It 
is  the  circumstance,  that  not  only  may  the  taxes  be  paid,  but, 
that,  in  part,  they  must  be  paid,  in  paper  money,  that  in  Prussia 
has  hitherto  maintained  paper  money  at  j^ar;  and  occasionally 
above  par. 

In  all  changes,  but  more  especially  in  economic  changes,  it 
is  wise  to  proceed  pedetentim,  to  feel  the  way  step  by  step. 
Although,  therefore,  the  establishment  of  a  National  Bank  of 
issue  seems  to  imply  the  suppression  of  all  private  banks  of  issue; 
in  the  same  way,  as  the  establishment  of  a  national  mint  implies 
the  prohibition  of  all  private  coinage  ;  still  the  suppression  of 
private  banks  would  be  best  effected  gradually.  It  has  been  pro- 
posed, for  the  purpose  of  giving  to  the  Bank  of  England  a  more 
complete  command  over  the  currency,  that  the  various  private 
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and  joint  stock  banks  should  be  accommodated,  in  proportion  to 
their  present  issues,  with  Bank  of  England  notes,  on  such  terms 
as  would  leave  to  these  banks  a  sufl5cient  margin  for  profit  and  risk 
in  discounting.  The  plan  which,  even  when  very  carefully  watched, 
might,  in  the  case  of  an  adverse  balance,  prove  ruinous  to  the 
Bank  of  England,  could  be  adopted  by  a  National  Bank  with 
all  safety ;  not  only  in  reference  to  private  banks,  but  in  reference 
to  the  Bank  of  England  itself.  In  this  way,  without  compromis- 
ing a  single  private  interest,  in  a  very  short  time,  the  entire  cur- 
rency of  the  kingdom  might  be  made  to  consist  of  government 
paper;  with  a  guarantee  for  its  stability  greater  than  any  which 
public  bank  or  private  can  now  oflfer,  for  the  guarantee  would 
be  that  of  the  nation  itself. 

Asa  permanent  remedy  for  our  commercial  fluctuations,  and 
their  necessary  consequence,  a  falling  revenue,  a  National 
Bank,  on  soimd  principles,  seems  to  carry  ^vith  it  greater  proba- 
bilities of  success,  than  any  other  plan  hitherto  suggested.  In 
recommending  its  adoption,  we  make  no  claim  to  originality. 
It  has  been  propounded,  on  numerous  occasions  and  by  parties,  to 
whose  gravity  of  authority  we  have  no  pretension.  We  merely 
add  to  theirs,  our  very  humble  testimony  when  we  say,  that,  so 
far  as  we  are  capable  of  understanding  it,  there  is  against  a 
National  Bank  no  objection  of  principle  that  does  not  admit  of 
satisfactory  explanation,  or  answer;  and  that,  balanced  against 
the  great  and  certain  advantages  that,  we  believe,  would  accrue 
from  its  adoption,  the  objections  of  practical  detail  are  altogether 
trifling  and  unworthy  of  serious  concern.  Against  the  adoption 
of  a  currency  composed  exclusively  of  paper,  as  part  of  the  plan 
of  a  National  Bank,  there  are  arrayed  the  fears  and  the  prejudices 
of  a  considerable  portion  of  the  community.  We  believe,  however, 
that  by  far  the  greater  portion  of  these  would  disappear  before 
a  close  and  candid  examination  ;  and  that  the  remainder  would 
speedily  give  way  to  the  matter  of  fact  refutation,  which  a  brief 
experience  could  not  fail  to  supply.  With  our  own  example 
from  1796  to  1815,  when  the  paper  issues  of  the  country  were 
subject  to  no  other  check  than  the  discretion  of  a  private  com- 
pany, and  that  discretion  weakened,  not  only  by  the  interests  of 
tlie  company,  but,  by  the  pressure  of  government,  staggering 
under  the  burden  of  a  war  unparalleled  in  the  history  of  modem 
states;  with  the  experience  of  the  kingdom  of  N'orway  and 
Sweden,  and  of  the  kingdom  of  Prussia,  already  alluded  to;  and  we 
may  add,  with  the  experience  of  the  United  States,  which  is  not 
less  in  point,  whether  we  take  it  as  a  guide  or  as  a  beacon ; 
with  the  array  of  plain  practical  fact,  that  these  most  important 
and  convincing  cases  present,  it  seems  to  us  altogether  impos- 
sible for  any  reasonable  man  to  contend,  that  with  a  currency 
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exclusively  of  paper,  immoderate  and  unrequired  issues  may  not 
be  easily  guarded  against,  or  that  niles  for  the  regulation  of  the 
issues  of  such  paper  are  either  difficult  to  be  devised  or  impossible 
to  be  applied.  If  there  be  any  force,  we  will  not  say  in  our  argu- 
ment, where  our  only  object  has  been  to  exhibit  this  question 
clearly  and  concisely,  but,  in  truth  and  reason,  as  bearing  on 
subjects  of  commercial  policy;  if  the  entire  science,  so  called,  of 
economy,  be  any  thing  else  than  an  aggregate  of  unconnected 
facts,  and  its  rules,  any  other  thcan  the  "  rule  of  thumb;"  it  seems 
to  us  obvious  and  certain,  that  issues  of  money,  when  the  money 
shall  be  exclusively  paper,  are  more  easily  regulated,  and  admit 
of  a  near  and  closer,  as  well  as  more  beneficial,  adaptation  to 
the  wants  of  the  community,  than  do  issues  of  money,  when 
the  money  is  partly  paper  and  partly  metallic,  as  at  present  ; 
or  when  the  money  is  exclusively  metallic,  as  was  the  object  of 
the  bill  of  1819  to  make  it,  however  short  that  bill  has  fallen  of 
its  object. 

It  may  be  said  by  those,  who  coincide  in  opinion  with  us  on 
the  subject  of  a  National  Bank,  and  of  paper  money;  and,  from 
all  that  we  can  learn,  the  number  who  so  coincide  is  not 
inconsiderable,  and  is  rapidly  increasing;  that  the  adoption 
of  our  recommendations,  were  it  ever  so  proper  and  desirable, 
could  not  take  place  immediately;  that,  on  the  supposition,  that 
our  recommendations  were  to  become  a  cabinet  measure,  and  only 
by  becoming  a  cabinet  measure  could  their  success  be  even 
probably  secured,  there  would  still  remain  the  difficulties  and 
delay  of  parliamentary  discussion  to  be  got  over;  and  that, 
looking  to  the  numerous,  and  complicated,  and  grave  questions, 
which  at  present  occupy  the  cabinet  and  parliament,  it  would 
be  impossible  for  the  one  to  press,  or  the  othey  to  accede,  to  a 
plan  so  vast,  and,  in  its  issues,  so  permanently  important,  during 
llie  present  session.  And  it  will  be  contended,  very  reasonably, 
that  the  plan  of  a  National  Bank,  and  of  a  currency  exclusively 
paper,  cannot,  for  this  plain  reason,  be  made  to  bear  on  the 
success  or  failure  of  the  ministerial  scheme  of  direct  taxation 
and  free  trade.  This  objection  of  time  brings  us  naturally  to 
the  other  part  of  our  plan,  which,  though  we  announced  it  first, 
it  seemed  the  better  way  to  discuss  last. 

The  ministerial  scheme  is  confessedly  experimental;  and  the 
experiment  is  announced  as  about  to  be  made  for  three  years. 
The  scheme  itself  is  not,  indeed,  limited  to  so  brief  a  space;  and 
we  should  regret  if  it  were.  We  trust  that  the  change  of  indirect 
for  direct  taxation  will  not  only  be  pennanent,  but  that,  in  degree, 
it  will  be  extended,  until  the  interior  indirect  taxes  have  been 
entirely  converted  into  a  direct  tax  on  property;  and  the  exterior 
taxes  liave  been  reduced  to  a  miviwnm.    This  cannot  be  the  case. 
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if  the  experiment  do  not  prove,  while  being  made,  as  well  as 
when  completed,  a  source  of  profit  to  the  majority.     A  direct 
tax  has  this  advantage,  that  it  makes  the  tax  payer  think  and 
calculate,  which,  when  the  tax  is  indirect  he  seldom  does,  not 
only  about  the  amount  of  the  tax  itself,  but  about  the  necessity 
of  its  imposition  and  the  justice  of  its  appropriation.     If  the 
nation,  or  a  majority  of  the  nation,  do  not  receive,  in  the  way  of 
solid  benefit,  from  the  revision  of  the  tariff  or  other  sources,  a 
compensation  for  the  income  tax,  the  nation  will  hardly  bear  it 
for  three  years;  and  at  the  end  of  that  period  they  will  inevitably 
cast  it  off.     Not  only  is  it  required,  in  order  to  ensuie  the  pur- 
pose of  the  new  tax,  that  the  nation,   during  the  next  three 
years,  shall  be  prosperous,  the  machinery  itself  must  perish,  if 
it  be  not.    The  experiment  will  fail  as  a  theoretical,  as  certainly 
as  it  will  as  a  practical  improvement  of  our  financial  system. 
We  cannot  suppose,  that  Sir  Robert  Peel  and  his  ministry  are 
insensible  to  this  truth ;  or  that  they  do  not  perceive  it  as  clearly 
as  we  do.   The  difference  between  them  and  us  does  not  respect 
the  necessity  of  a  prosperous  community  to  a  prosperous  revenue. 
They  know,  as  well  as  we,  that  the  latter  is  dependent  on  the 
former.     We,  differ  solely  as  to  the  means,  by  which  the  com- 
mQnity  is  to  be  made  prosperous.    Sir  Robert  and  his  colleagues 
would,  we  fear,  leave  the  issue  to  the  "  elasticity,"  without  con- 
sidering whence  the  "  elasticity"  is  to  spring.     We,  in  order  to 
ensure  the  "  elasticity,"  would  furnish  to  commerce  and  trade 
a   fitting    supply  of    the   pabulum   on   which  their  vigour  is 
altogether  dependent. 

The  ministerial  plans  are  experimental ;  and,  we  may  assume 
that  they  are  so,  with  a  view  to  facilitate  the  establishment  of 
the  principle  involved  in  them.  The  second  part  of  our  plan  is  also 
experimental ;  and  it  is  intended  to  facilitate  the  establishment  of 
the  principle  involved  in  it.  AVe  have  stated,  at  length,  our  views 
of  a  permanent  remedy  for  the  ever  recurring  distiesses  of  the 
nation — a  National  Bank,  issuing  national  paper,  for  the  nation's 
use.  Our  experimental  plan  would  be  the  issue,  to  a  limited  extent, 
of  a  national  paper,  with  a  view  to  generate,  simultaneously 
with  the  imposition  of  the  income  tax  and  the  alterations  in  the 
tariff,  that  prosperity,  on  which  the  success  of  both  measures 
must  rest ;  and  to  remove  the  objections  to  the  extended  issue, 
which  the  permanent  remedy  would  require,  by  showing  that 
it  might  be  effected,  not  only  safely,  but  profitably. 

The  Bank  of  England  has  lowered  its  rate  of  discount  to 
four  per  cent. ;  induced  thereto  by  a  natural  desire  of 
stimulating  the  bill  market,  and  so  increasing,  \^-ith  the  increase 
of  its  notes  in  circulation,  the  stream  of  profit  which  has  for 
some  time  past  flowed  but  sparingly.     The  first  effect  of  the 


fall  in  the  Bank  discounts,  and  of  the  augmented  issue  of  Bank 
paper,  is  naturally  shown  in  the  rise  of  the  public  securities.  The 
second,  which  is  already  taking  place,  will  be  a  rise  in  railway 
shares  and  other  private  stocks.     By  and  bye,  as  money,  on  the 
London  Exchange,  beccmies  easy,  abundant,  overflowing ;  and 
when  the  discounts  of  private  bankers  have  been  depressed  to 
three,  or  to  two   and  a  half  per  cent. ;    we   shall  have   the 
customary   speculations  in   raw  produce — cotton,  tallow,  the 
metals   will   begin   "  to   look   up."      The   joint    stock    banks, 
whose  experience  of  the  practices  of  the  Bank  of  England  has 
been  purchased  at  rather  a  dear  rate  ;  and  which  are,  at  present, 
rather  disinclined  to  follow  it  in  its  new  career  of  liberality ; 
will,  notwithstanding  their  most  careful  resolves,  be  compelled 
to  extend   their  accommodations.     Then  prices  generally  will 
rise.      The  gleam  of  prosperity,  thus   kindled,  will  stimulate 
imports.     The  foreign  merchant  will  find  all  English  articles, 
the   article  of  gold  excepted,   higher  than   similar  articles  of 
foreign  production.     He  will  export  the  cheap  article,  and  leave 
the  dear.     He  has  always  done  so,  and  he  always  wall.     The 
cheap  article  the  Bank  of  England  is  bound  to  supply.     The 
Bank  cannot  supply   it,  unless  by   contracting  its  issues,  and 
once  more  forcing  down  prices  to  the  level  of  gold.     It  will  flo 
so.     It  has  no  alternative.    Then  comes  the  reaction  !     Distress 
again  walks  abroad  in  the  kingdom  ;  the  excise,  the  customs 
again  fall  off;  the  income  tax  ceases  to  be  paid;  the  exhibition 
of  an  insufficient  revenue  is  found  to  be,  not  an  evil  generated 
by    the   recklessness    of   "Whiggery,    and   removable   by    Tory 
discretion,  but,  parcel  of,  and  essential  to,  the  system,  which 
Whig    and    Tory     have    so    long    combined    in    maintaining. 
Nothing   is    more   hazardous   than   political    prophecy.     Still, 
judging  of  the  future  by  the  past ;  bearing  in  mind  the  fact, 
(hat  the  fluctuations  of  prosperity  and  adversity  have  shown  a 
decided    tendency,    during    the    last    six    and    twenty   years, 
gradually  to  shorten  the  intcr\als  of  their  recurrence ;  we  can 
have  little  hesitation  in  saying,  that,  extraordinary  accidents 
apart,  long  before  the  ministerial  experiment  has  approached 
its  contemplated  period,  the  reaction,  whose  course  we  have 
traced,  will  be  complete. 

The  protection  of  the  Bank,  under  present  circumstances, 
is  identical  with  the  protection  of  the  nation.  If  trading 
prosperity  is  expected  or  desirable ;  if  the  success  of  the 
income  tax  is  wished  for ;  if  fair  and  free  course  to  the  tariff 
amendments  is  aimed  at,  or  sought  ;  the  Bank  must  be 
protected.  There  is  but  one  means  of  effecting  this.  The 
Bank  must  be  pwt  in  possession  of  some  substitute  for  that 
gold,   the  dimjijulion   of  which,  by  the   greater  dimiuulicn   of 
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paper  to  which  it,  of  necessity,  leads,  is  the  never  failing  cause 
of  difficulty,  distress,  and  bankruptcy  to  individuals,  and  of 
fatal  embarrassment  to  the  state.  No  quantity  of  the  precious 
metal  itself,  were  it  of  possible  attainment,  would  answer  the 
purpose.  The  Bank  is  supposed  to  be  secure,  when  it  possesses, 
for  every  three  pounds,  in  paper,  that  it  issues,  a  pound,  in  gold, 
in  its  repositories.  If  for  everv-  two,  if  for  every  one  pound,  in 
paper,  issued,  a  pound,  in  gold,  were  reposited,  the  distress 
would  still  come — not  so  rapidly,  but  quite  as  certainly.  The 
gold  withdrawn  from  the  ]3ank,  in  the  case  of  an  adverse 
balance,  is  withdrawn  to  adjust  that  adverse  balance.  By  the 
amount  that  the  adverse  balance  required  for  its  adjustment, 
the  currency  would  as  effectually  be  diminished,  in  the  last  of 
the  cases  supposed  as  in  the  first.  It  is  only  by  enabling  the 
Bank  to  meet  the  drain,  consequent  on  an  adverse  balance,  or 
any  other  cause,  with  a  currency  which  cannot  be  withdrawn 
from  the  uses  of  society,  that  the  peril  to  the  Bank,  and  the 
suffering  to  the  counlrj',  can  be  avoided.  There  is  no  such 
currency  save  that  one,  which  we  have  recommended,  to  be 
issued  by  a  National  Bank, 

Here,  then,  is  our  experimental  proposal.  The  state  owes 
the  Bank  somewhere  about  ten  millions,  for  which  it  pays 
interest,  at  the  rate  of  three  per  cent.  It  owes  to  the 
public,  of  floating  debt — the  Bank  being  the  chief  creditor 
— some  twenty  millions  in  the  shape  of  Exchequer  Bills, 
for  which  it  pays  interest  at  the  rate  of  three  per  cent. 
liet  the  state,  in  payment  of  the  debt  due  to  the  Bank,  or  in 
payment,  in  part,  of  the  floating  debt  due  to  the  public,  issue 
ten  millions  of  notes,  from  one  pound  upwards  ;  these  notes  to 
be  a  legal  tender  in  all  cases  of  contract,  and  to  be  received  in 
payment  of  all  rates  and  taxes,  but  not  otherwise  convertible. 
Let  this  sum  of  ten  millions  be  paid  off,  at  two  separate 
instalments,  in  the  course  of  the  year ;  with  power,  always,  to 
the  government,  as  in  the  case  of  Exchequer  Bills,  to  make  a 
fresh  issue  equal  in  amount  to  the  issue  paid  off.  Let  the 
powers  of  government,  in  respect  of  such  notes,  be  limited  to 
three  years — the  period  to  which  the  income  tax  is  limited  ; 
and,  only  in  the  event  of  those  powers  being  found  to  work 
beneficially,  let  them  be  extended  by  the  adoption  of  the 
permanent  remedy,  which  we  have  ventured  to  recommend. 

It  does  not  appear  likely,  that,  to  the  most  timorous,  the 
powers  which  we  would  entrust  to  government  could  aflbrd  any 
ground  of  apprehension.  The  amomit  of  the  issues  would  be 
strictly  defined  ;  the  period  of  the  powers  granted  would  be 
strictly  defined.  It  would  seem  equally  unlikely,  that,  to  the 
most  sturdy  stickler  for  a  metallic  currency,  our  recommendation 


80- 

should  offer  an  occasion  of  serious  objection.  On  what 
part  of  it  is  such  an  objection  to  hang  ?  Suppose  ten 
millions  of  Exchequer  Bills  retired  by  an  issue  of  ten  millions 
of  notes.  It  is  but  the  exchange  of  one  description  of 
inconvertible  paper  for  another.  It  is  not  easy  to  perceive  how 
the  mere  circumstance  of  the  large  note  bearing  a  small  interest, 
and  of  the  small  note  bearing  none,  should  affeeft  the  case.  At 
the  moment,  when  we  write,  Exchequer  Bills  are  at  a  premium 
of  38s. ;  which,  as  not  more  on  an  average  than  six  months' 
interest  is  at  any  time  due,  exceeds  the  entire  interest  on  these 
bills.  The  circulation  of  Exchequer  Bills  has,  indeed,  little 
or  no  reference  to  the  interest  that  they  bear;  and  as  little 
-would  the  circulation  of  the  notes,  with  which  we  would 
exchange  them,  be  checked  or  modified  by  the  absence  of 
interest.  But  if  the  absence  of  interest  should  be  considered 
as  a  grave  defect  in  our  proposal ;  even  on  that  point,  there 
could  be  no  serious  difficulty  in  meeting  the  wishes  of 
objectors.  A  note  for  one  pound  may  bear  interest,  as  well  as 
a  note  for  one  hundred  pounds.  Let  the  holder  of  the  note  for 
one  pound  be  entitled  to  \A.,  for  every  entire  month  after  date, 
that  the  note  has  been  in  circulation,  previous  to  its  being 
returned  to  the  Exchequer,  or  to  the  tax  collector.  This  would 
give  an  interest  of  2^  per  cent.,  which,  under  present,  or  under 
any  circumstances,  would  be  ample.  The  addition  of  interest 
might  lead  to  the  repositing  of  Exchequer  notes.  But  the  pur- 
pose of  their  creation  is  not  to  form  a  currency.  The  formation 
of  a  currency  must  be  left  to  the  National  Bank.  The  temporary 
measure,  which  we  are  now  recommending,  until  the  greater 
and  permanent  measure  can  be  gone  into,  and  preparatory  to  its 
adoption,  is  meant  to  supply  to  the  Bank  of  England  a  means, 
in  the  event  of  a  run  for  gold,  it  matters  not  in  what  cause 
originating,  to  meet  the  run,  without  inconvenience  to  itself,  and 
without  injury  to  the  public.  The  extension  of  the  currency, 
until  parliament  by  the  establishment  of  a  National  Bank,  shall 
take  upon  itself  the  supply,  may  be  safely  left  to  the  Bank  of 
England.  If  the  directors  were  freed  from  the  natural  appre- 
hension of  those  runs,  which,  as  experience  has  taught  them, 
invariably  follow  a  large  importation  of  foreign  produce,  by 
having  placed  at  their  command  an  adequate  amount  of 
Exchequer  notes,  with  which  to  eke  out  their  stock  of  gold,  or, 
if  necessary,  to  supply  its  place ;  there  can  be  no  reasonable 
doubt,  that  such  an  extension  of  the  currency,  in  the  shape  of 
Bank  paper,  would  speedily  be  effected,  as  would  prove  adequate 
to  all  fair  demands  of  the  commercial  public.  Nor  would  the 
Bank  of  England  alone  readily  avail  itself  of  an  issue  of 
Exchequer  notes;  the  joint  stock  banks,  and  the  private  banks. 
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would  be  equally  anxious  to  exchange  tlieir  present  cumbrous 
Exchequer  bills,  which,  when  a  pinch  comes,  they  can  only  get 
rid  of  at  a  heavy  sacrifice,  for  a  species  of  security  which  would 
answer  all  the  purposes  of  gold  as  a  legal  tender,  with  the  addi- 
tional recommendation,  if  interest  were  made  a  part  of  the 
scheme,  of  yielding,  even  while  unemployed  in  their  coffers,  a 
small  but  certain  profit. 

We  shall  now  sum  up,  in  a  very  few  sentences,  the  important 
truths,  as  we  deem  them,  to  whose  discussion  and  establishment 
the  foregoing  pages  have  been  devoted.  They  appear  to  be  as 
follows  : — 

That  the  present  distress  arises  from  the  same  cause,  namely, 
fluctuation  of  "  absolute  price,"  whose  frequent  recurrence  dur- 
ing the  last  five-and-twenty  years,  has  so  seriously  injured 
manufactures  and  commerce. 

That  such  fluctuation  is  the  effect  of  an  excess  of  imports,  and 
the  consequent  export  of  gold  to  reduce  tlie  unfavourable 
balance,  which  the  excess  has  created. 

That  such  export  of  gold  not  only  diminishes  the  currency  to 
the  extent  of  the  export,  but  still  farther,  in  the  restriction  of 
paper  issues,  that  is  required  to  check  the  drain  of  gold  by 
reducing  home  prices  to  the  level  of  foreign. 

That  gold  is  exported  in  preference  to  other  commodities  by 
reason  of  the  money  law  of  1819,  which,  while  it  makes  the 
price  of  gold  independent  of  the  natural  operation  of  supply 
and  demand,  leaves  manufactures  and  produce  subject  to  such 
operation. 

That  the  only  certain  means  of  preventing  fluctuation  of 
"  absolute  price,"  with  its  train  of  evils,  is  to  be  sought  in  a 
currency,  which  will  not  be  liable  to  exportation;  and  which 
will  allow  the  price  of  gold  to  be  regulated  by  the  same  princi- 
ples that  regulate  other  prices. 

That  a  paper  currency  issued  by  a  National  Bank,  under 
directors  appointed  by  parliament,  and  with  the  guarantee  of 
the  nation,  is  the  only  cmreucy,  that  is  capable  of  permanently 
fulfilling  these  conditions. 

That  the  issue,  by  government,  of  Exchequer  notes,  which 
shall  be  a  legal  tender  in  respect  to  notes  of  the  Bank  of 
England  and  of  joint  stock  and  private  banks,  as  well  as  in 
respect  to  public  and  private  debts  and  obligations — the  amount 
of  such  Exchequer  notes  and  the  period  of  their  ciurency  to  be 
fixed  by  parliament — presents  a  ready  means  of  meeting  our 
monetary  difficulties,  until  time  shall  have  been  afforded  for  the 
establishment  of  a  National  Bank. 

That  the  necessity  of  a  present  remedy  to  our  distress  is 
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rendered  more  urgent  by  the  ministerial  proposal  of  an  income 
tax. 

That  to  abstract,  by  an  additional  tax,  from  the  money  capital 
employed  in  commerce  and  manufactures,  must  tend  further 
to  diminish  profits  and  wages,  and  so  to  aggravate  the  general 
suffering. 

That  by  no  other  means  than  the  restoration  of  commercial 
prosperity,  can  such  an  additional  tax  be  rendered  tolerable  or 
productive. 

That  the  restoration  of  prosperity  can  only  be  secured,  by  an 
addition  to  the  amount  of  money  in  circulation. 

That  such  an  addition  is  thus  equally  called  for  by  the  wants 
of  the  people  and  the  wants  of  the  state. 


NOTES. 

(a)  The  advanta^res  of  a  direct  ever  an  indirect  tax,  in  an  economical 
point  of  view,  had  it  no  higher  recommendation,  are  so  decided,  that  it  is  most 
desirable,  that  no  fair  attempt  to  establish  it  should  be  rendered  abortive,  by 
causes  with  which  the  system  of  direct  taxation  has  no  natural  connection. 
Yet,  we  believe,  it  will  be  impossible  for  any  minister,  however  strong  in 
parliament,  permanently  to  maintain  a  direct  tax,  if,  during'  the  period  it  is 
in  course  of  trial,  the  present  distress  shall  continue.  The  number  of  those 
whose  judgments  of  events  is  founded  on  the  rule  of  post  ergo  propter  if,  at 
all  times,  so  great  compared  with  theirs,  who  study  to  connect  eflFects  with  their 
causes,  that  a  continued  distress  will,  almost  inevitably,  be  attributed  to  the 
tax;  and  thus  a  plan  of  much  wisdom  may  be  defeated  for  the  present,  and 
its  future  revival  rendered  exceedingly  difficult.  The  change  from  indirect 
to  direct  taxation,  of  which  the  ministerial  proposal  must  be  regarded  as  a 
commencement  only,  and  the  national  prosperity  should,  if  possible,  pro- 
ceed pari  passu.  When  we  speak  of  direct  tax,  we  mean  a  tax  on  realised 
property.  We  are  persuaded,  that  no  modification  will  make  long  endurable 
a  tax  on  trading  income,  with  the  numerous  vexations  that  its  imposition 
necessarily  involves.  That  tax  must  ultimately  be  replaced  by  a  tax  on 
machinery,  warehouses,  and  manufactories;  and  the  earlier  the  substitution 
takes  place,  the  better  will  be  the  chance  of  the  tax  on  realised  property  being- 
maintained.  If  the  latter  cannot  be  disconnected  from  the  former  it  is 
almost  certain  that,  at  the  end  of  the  three  years,  if  not  sooner,  both  will  be 
repealed. 

(b)  The  arithmetical  expression  of  the  wrong  to  the  creditor  in  the  case  of 
extension,  and  to  the  debtor  in  the  case  of  contraction,  is  the  same;  but  the 
actual  injury  to  the  creditor  in  the  former  case  would,  under  certain  circum- 
stances, be  smaller  than  to  the  debtor  in  the  latter  case.  It  is  only  necessary 
to  refer  to  the  case  of  mortgages  in  exemplification  of  this  distinction.  By 
halving  the  mortgage,  the  mortgagee  would  lose  fifty  per  cent.;  by  doubling 
the  mortgage,  the  mortgagor  would,  iu  most  instances,  lose  the  whole  of  his 
property. 

(c)  An  unfavourable  balance,  though  to  a  smaller  extent,  may  be  the 
result  of  a  rise  in  "relative  prices."  Some  years  ago,  a  contract  was  entered 
into  by  some  Birmingham  merchants,  for  a  quantity  of  muskets  for  the  King 
of  the  French.  On  the  contract  being  made  known,  the  workmen  struck  for 
an  advance  of  wages.  A  rise  in  the  price  of  muskets  was  the  consequence, 
and  the  contract  was  ultimately  completed  by  the  Liege  manufacturers. 
Supposing,  in  the  general  balance  of  the  commerce  of  the  two  nations,  one 
hundred  thousand  muskets  to  have  been  exchanged  against  as  many  gallons  of 
French  wine,  the  rise  in  the  price  of  Birmingham  muskets — the  same  quantity 
of  wine  being  imported — would  occasion  an  adverse  balance  proportioned  to 
the  diminished  exportation. 
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(d)  The  new  sliding-  scale  is  announced  as  intended  to  obviate  the  incon- 
Teniences  of  the  old.  Whether  the  new  mode  of  striking  the  averag-es  will 
not,  as  is  alleged  by  the  opponents  of  the  new  sliding  scale,  in  a  great 
measure,  neutralise  its  apparent  advantages,  remains  to  be  seen.  It  is,  bow- 
ever,  impossible,  with  a  sliding  scale  of  any  kind,  to  shut  out  those  speculative 
purchases,  which  have,  since  1828,  so  frequently  and  so  ruinously  affected 
our  foreign  exchanges.  There  is  no  reason  to  expect  a  trade  in  wheat  of  any 
great  amount,  when  the  duty  on  importation  is  above  10s.  per  quarter ;  and 
we  can  hardly  calculate  on  auy  extended  trade  when  the  duty  is  above  6s. 
The  same  uncertainty,  therefore,  must  prevail  whenever  the  price  is  below 
66s.,  that  prevailed  under  the  old  scale.  Perhaps  we  might  say,  that  the  uncer- 
tainty will  be  greater;  inasmuch  as  the  new  mode  of  taking  the  averag-es,  if 
it  effect  any  thing,  will  render  it  more  difficult  for  importers,  speculatively,  to 
enhance  them;  that  is,  will  render  it  more  difficult  for  importers  to  calculate, 
whether  an  importation  will  be  profitable  or  the  contrary.  Formerly,  as  is 
alleged,  the  importer  could,  by  playinj»  the  rogue,  give  some  degree  of  cer- 
tainty to  his  speculations;  in  future,  if  Sir  Robert  Peel's  views  are  sound,  he 
will  not  be  able  to  assure  himself  either  by  playiug  the  rogue,  or  acting  the 
honest  man. 

(e)  True,  in  the  latter  case  the  parties  importing  and  the  parties  exporting 
may  not  be,  and,  for  the  most  part,  are  not  identical.  We  speak  familiarly  of  the 
American  farmer  exchanging  his  cotton  against  the  English  manufacturer's 
wares,  without  noticing  the  fact,  that  the  one  and  the  other  exchange  their 
goods,  in  the  ordinary  way,  for  bills  or  money;  and  that  the  ultimate  result — 
the  exchange  of  the  cotton  against  the  manufactured  goods — is  attained  by 
numerous  intermediate  exchanges.  Still  the  result,  when  attained,  resolves 
itself  into  a  mere  balancing  of  accounts,  in  the  same  way  as  do  the  joint 
transactions  of  any  two  private  merchants.  And  there  is  but  one  adjustment 
in  the  national  or  in  the  individual  account — payment  of  the  difference. 

(f)  Although  this  last  objection  applies,  in  a  stronger  degree,  to  gold  than 
to  other  metals,  yet  is  the  rule  general — that  the  use  of  any  substance  as  cur- 
rency, which  substance  is  in  itself  essentially  valuable,  and,  as  such,  liable 
to  be  directed  to  other  uses  than  currency,  must,  in  all  cases,  be  more  or  less 
injurious.  Nor  is  it  less  true,  that  the  system  of  part  representative,  part  real 
metallic  money,  as  in  England,  whatever  the  real  metallic  money  may  happen 
to  be — gold,  silver,  or  even  "base  lead,"  were  we  driven  to  that,  is  attended, 
of  necessity,  with  the  same  injurious  consequences,  in  a  greatly  aggravated 
degree. 

(g)  In  point  of  fact,  taking  the  phrase — mediuta  of  exchange,  in  the 
largest  sense,  as  including  not  merely  money  commonly  so  called,  that  is, 
metallic  money  and  bank  notes,  but  bills  of  every  description  and  date;  paper 
currency  now  bears,  and  has  long  borne,  a  ratio  to  gold  and  silver  of  not  less 
than  20  to  1.  It  seems  strange,  therefore,  that  any  set  of  thinking  and  well- 
informed  men  should  raise  a  clamour,  for  we  can  scarcely  call  it  an  argument, 
when  it  is  proposed  to  make  paper  exclusively  the  medium  of  exchange,  seeing 
how  extensively  it  is  already  used  in  that  capacity. 

(h)  On  no  subject  does  it  appear,  are  public  writers  and  talkers  more 
ignorant  than  on  the  effects  produced  by  the  currency  bill  of  1819,  and  the 
confirmatory  statutes  of  1826  and  1829.  The  almost  constant  remark,  even  of 
the  best  informed,  is,  that  any  evil  which  is  fairly  attributable  to  the  restoration 
of  the  old  standard,  has  been  already  suffered;  that  prices  and  obligations  of 
all  kinds  have  been  already  reduced  in  conformity  with  that  standard;  and 
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that  noi7  to  alter  it  would  be  to  re.inflict  on  the  communitj  ao  equal,  if  not 
greater,  amount  of  distress  than  that  which  had  arisen  from  the  passing  of  the 
bills  of  1819  and  1826 — that  the  going  back  would  be  as  bad,  or  worse  than 
the  going  on.  No  assertion  ever  rested  ou  less  provable  ground.  The  truth 
is,  the  gold  money -bill  is  so  far  from  being  yet  completely  and  finally 
operative,  that  only  from  the  fact  of  its  incompleteness  and  lack  of  finality, 
are  we  placed  in  a  position  to  say  any  thing  about  it.  If  every  price,  both 
home  and  foreign,  had  been  reduced  to  the  level,  to  which  the  gold  standard 
naturally  tends  to  reduce  them,  instead  of  a  falling  off  to  the  amount  of  four 
millions  out  of  fifty  millions,  we  should  have  a  falling  off  to  the  amount  of 
forty  out  of  fifty;  instead  of  enquiring  into  the  means  of  supporting  our 
establishments,  we  should  long  ago  have  had  no  establishments  to  support. 
The  bill  of  1819  has  hitherto  affected,  in  no  respect,  or  very  slightly,  any 
prices  save  those  of  manufactures,  which  are,  in  whole  or  in  part,  exported. 
Only  where  English  labour  is  compelled,  in  search  of  a  market,  to  come  into 
competition  with  foreign  labour,  have  the  effects  of  the  bill  been  fully  felt. 
The  great  mass  of  home  labour,  properly  so  called,  and  all  that  amount 
which,  though  not  strictly  home  labour,  is,  by  reason  of  protective  duties  or 
otherwise,  restricted  to  the  home  market — all  that  description  of  labour  is 
unaffected,  or  in  a  very  trifling  degree  affected,  by  that  hill.  House  rent, 
wages  of  domestics,  food,  clothing,  education,  public  burdens,  private  bur- 
dens for  the  most  part,  customary  payments  of  every  kind,  the  great  mass, 
in  a  word,  ol  household  expenditure,  amongst  the  rich  and  amongst  the  poor 
equally,  remains  in  very  nearly  the  same  state  as  it  did  thirty,  or  five-and- 
thirty,  years  ago.  When  it  is  said  that  higher  prices  than  the  present  would 
be  a  serious  injury  t<»  public  and  private  creditors — for  an  increased  amount 
of  currency  means  higher  prices,  and  has  no  other  meaning — it  is  always  for- 
gotten that  the  enhancement  of  price  would  take  place  in  one  department  of 
expenditure  only;  that  in  another,  and  not  the  least,  there  would  and  could 
he  no  enhancement,  for  the  plain  reason  that,  in  it,  there  had  beeu  no 
depression. 

(i)  We  cannot  help  thinking,  that  the  example  ofAmerican  paper  currency 
is  quite  as  much,  if  not  more  in  point  than  that  of  Norway  and  Prussia. 
America  ended  her  last  brief  war  with  England  with  an  amount  of  public 
debt,  which,  thousfh  trifling  compared  with  ours,  was  still  a  heavy  burden  on 
her  resources.  She  had,  however,  banks  ;  and  bar  banks  soon  increased  in 
number.  Her  back  woods  were  settled.  To^vns — Cincinnati  is  an  example 
—sprung  up  like  the  gourd  of  the  prophet.  Her  population,  commercial  and 
agricultural,  were  in  a  state  of  unexampled  prosperity,  not  for  one  season, 
but  for  twenty  seasons.  In  the  course  of  that  twenty  years,  so  abundant  was 
her  revenue,  that  not  only  was  the  whole  of  her  public  debt  cancelled,  but, 
an  excess  was  created,  which  it  puzzled  the  wits  of  her  rulers  to  get  consti- 
tutionally rid  of.  Such  was  the  result  of  her  system  of  paper  money.  In  an 
evil  hour  for  America,  and  for  Entfland  also,  a  political  quarrel  took  place 
between  the  "  hero  of  New  Orleans"  and  the  United  States  Bank  ;  by  which 
his  elevation  to  the  Presidentship  was  strenuously  opposed.  Ignorant 
utterly  of  the  bearings  of  the  question,  which  he  yet  pretended  to  have 
mastered,  or  retailing  at  best,  the  left-handed  wisdom  of  our  own  Ricardo 
and  his  followers  of  the  gold  school;  General  Jackson  was  no  sooner  in 
power,  than  he  commenced  an  insane  crusade  against  the  United  State*' 
Bank;  and,  throuifh  its  sides,  against  banking  of  every  kind.  What  has 
been  the  result  of  his  bigoted  and  ignorant  policy,  and  that  of  his  successor? 
That  the  American  government,  which,  when  he  assumed  tbe  reitrns  of  power, 
was  staggering  under  a  plethora  of  wealth,  is,  to  all  intents  and  purposes, 
insolvent;   literally  without  the  means  of  paying  its    ordinary  and    most 
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pressing  expenses !  It  would  have  gold,  and  as  \o  the  well-known 
classical  example,  it  is  in  a  fair  way  to  be  starved  to  death,  by  the  accom- 
plishment of  its  wishes.  We  do  not  mean,  for  a  moment,  to  say  that  in  all 
respects,  or  it  may  be  in  any  respect,  was  the  system  of  banking  in  America 
a  prudent  one.  We  are  not  defendinaf  the  American  banks.  They  might 
have  been  regulated,  or,  more  proper  still,  a  "  Fiscal  agent,"  on  sound  prin- 
ciples, might  have  been  framed,  which  would  have  superseded  them  alto- 
gether, or  have  neutralised  any  bad  effect  arising  out  of  their  continuance. 
But  while  the  irregularities  of  the  American  banks,  or,  at  least,  of  not  a  few 
of  them,  may  be  readily  conceded  ;  it  is  not  the  less  true,  that  so  far  did  the 
benefits  they  conferred  exceed  the  evil  they  inflicted,  that,  in  a  very  few  years, 
by  their  assistance,  a  greater  progress  was  made  in  America  than  had  ever  oc- 
curred during  any  period  of  its  history;  and  that  their  downfal,  the  result, 
not  of  any  inherent  vice,  but  solely  of  the  attacks  upon  them  by  General 
Jackson  and  his  friends,  has  given  a  more  serious  check  to  A^merican  pros- 
perity— a  check  which  bids  fair  to  be  as  permanent  as  it  is  serious — than  any 
that  America  has  suffered  since  the  declaration  of  independence.  Still 
America  has  mighty  advantages  over  England.  We  have  no  line  of  un- 
broken land,  at  our  back,  on  which,  when  distressed  in  our  old  position,  we 
may  take  up  a  new  one.  That,  which  is  simply  afflictive  to  the  young  blood 
of  America,  may  readily  be  fatal  to  the  old  and  crazy  constitution  of  Eng- 
land. In  the  cases  of  Norway  and  Prussia,  we  behold  the  benefits  of  the 
system,  fortunately  f»r  these  countries,  pursued  without  deviation.  America, 
supposing  always  we  are  incapable  of  learning  wisdom  from  our  own  experi- 
ence, shows,  not  only  the  benefit  of  the  system,  but  the  misery  and  danger 
of  a  departure  from  it;  and  these  so  strikingly  displayed,  that  to  voluntary 
blindness  alone' can  they,  for  a  moment,  appear  doubtful. 
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